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LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps l 
All office requisites 


READY-MADE GOMPANIES 





inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 Telex 262687 


RICHARD OWEN 
ASSOCIATES 


Staff Consultants — Accountancy Division 


24 Finsbury Court, Finsbury Pavement, London EC2 


Commerce and Industry: R. Thornhill. Tel. 01-628 8860. 
To explore the field ring for free list, or step in and — without 
any form-filling — scan our classified register. Hundreds of 

- vacancies in London, Home Counties and Overseas offer 
you the widest choice: salaries £1,000 to £6,000. 


Public Practice: L. Kelleher. Tel. 01-628 4550. 

More than 250 Professional firms utilise our services in 
the engagement of all grades of Audit, Tax and Liquida- 
tions staff, Managers, Consultants, Partners, etc. Ring now 
for details of current vacancies. | 


Employers! Our register lists hundreds of accountants and 
perhaps one of them Is (he man you seek. To find out, ring 
now, and we shall reply within the hour. 


To discuss your requirements, please ring: 


R. Owen, Tel. 01-628 8869 
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End of Investment Grants 


HE Investment and Building Grants Bill, which received its third 

reading in the Commons on June 22nd, is a commendably brief Bill 
of three clauses covering five pages. It carries out the Government’s 
promise (or threat) to abolish investment grants (clause 1) and to increase 
the percentage rete of building grant under the Local Employment Acts 
(clause 2). Clause 3 deals with the short title and citation. 

The abolition of investment grants was the subject of attack from both 
sides of the House. The Opposition threatened to repeal the Bill as soon 
as they came back into power. Nothing could be more conducive to un- 
certainty than frequent changes in the way in which governments decide 
to encourage incentive. The fact of uncertainty is itself a great disincentive. 

The new system of capital allowances provided for in the Finance Bill 
operates in general for expenditure incurred after October 26th, 1970. 
Clause 1 (1) of the Investment and Building Grants Bill, declared that no 
grant should be paid under Part I of the Industrial Development Act 1966 
in respect of expenditure incurred on or after October 27th, 1970. However, 
this is subject to sub-clauses (2) to (4). Sub-clause (2) preserves grant for 
expenditure incurred after October 26th, 1970, where the Secretary of 
State is satisfied on two points: 

(a) it consists of sums falling due under a contract made before October 

27th; and 

(b) the person incurring it has not done so by reason of anything done (or 

any transaction entered into) after October 26th, by him or his agent. 

Paragraph (b) was itself subject to a single proviso, namely, that where 
the pre-October contract was subject to a condition precedent, any act 
done to satisfy that condition fell outside the mischief of paragraph (8). 
On reconsideration, a further proviso to paragraph (b) is added. This is to 
the effect that any transfer of the benefit of the pre-October contract to a 
fellow member of a ‘group’ will also be disregarded for the purposes of 
paragraph (b). ‘Group’ is defined as in section 154 of the a Act 
1948. 

Explaining the amendment, the Minister, Mr Anthony Grant, said that 
it enabled the benefit of a contract to be transferred to a fellow-member 
without loss of eligibility for grant, and permitted grants to be paid to the 
transferee company in respect of expenditure incurred as a result of the 
transfer. The amendment would also cover the fairly common practice 
where contracts were placed on behalf of the group by the holding company 
prior to the final decision as to which subsidiary should take the asset. He 
emphasized that the amendment did not permit contracts to be transferred 
to successor companies which were not members of the same group, so 
as to qualify the successor for grant. 

Section 4 (2) of the Industrial Development Act 1966 provided for grant 
to be given to a person carrying on a businéss of hiring out plant. To 
obtain grant, he has to show tnter aha that ‘the hirer would have been 
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entitled to a grant if the hirer had incurred expenditure on 
the plant on the day on which ke took possession of it. There 
must be many cases where company A had entered into a 
binding agreement before October 27th, 1970, to hire out 
plant to company B but the plant was not delivered until 
later. On the hypothesis pcstulated by section 4 (2), 
company B will be deemed to incur expenditure on the 
plant upon October 27th, 1970, but this will not be a sum 
‘falling due under’ a contract made before October 27th. 
As such a case would be within the spirit of clause r (2), it 
would seem that the draftsman has overlooked it. 

Clause 1 (3) works in favour of a person who incurs 
expenditure on the supply of works, goods or services in 
substitution for works, goods or services of a substantially 
similar description which were to have been supplied to 
him under a pre-October 1970 contract. He has to satisfy 
the Department of Trade and Industry on this point. 
Clause 1 (3) was also amended on June 22nd, in order to 
extend it to cover the case of contracts assigned between 
members of the same group. 

A new sub-clause has been added in favour of a person 
who, on October 26th, 1970, was entitled to the benefit 
of a contract for the construct:on of a new ship. Expendi- 
ture incurred by him, or by a fellow-member of the same 
company, in the provision of the ship, or of any ship 
appearing to the Department to be of the same or sub- 
stantially similar description and supplied in substitution 
for the first ship, will qualify if it consists of sums falling 
due under a pre-October 27th contract, or in respect of 
goods or services supplied on or before the.date on which 
the ship is delivered. 

A person may contract before October 27th, for an asset 
which is to be imported into zhe United Kingdom on or 
after that date. Clause 1 (4) provides that sub-clause (1) 
should not prevent the makirg of a grant in respect of 
import duty on the importation. 

As at present drafted, sectior 1 of the Bill excludes relief 
for two important categories of assets — capital commit- 
ments made prior to October 26th, which had not been 
fully contracted for, and self-built assets in course of 
construction at that date. ‘These anomalies form the subject 
of a letter to the Department cf Trade and Industry from 
the President of The Associaticn of Certified Accountants, 
featured elsewhere in this issue. 

The Government are anxious to bring the investment 
grant administration to as ear-y an end as possible. For 
that reason, clause 1 (5) gives the Department power to 
provide by order that applicaticns for grant are to be made 
by a specified date. At the same time, clause 1 (5) puts 
into statutory form the existin2 practice that applications 
must be made in such form and manner, and contain such 
particulars and be accompanied by such documents, as 
the Department may direct. Clause 1 (7) repeals certain 
provisions of the 1966 Act; namely, section 7 (1) (b), (2) 
(power to specify further eligible assets), section 11 (od. 
visory committees) and section 12 (annual reports). 

Clause 2 excited very little comment. The Minister 
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pointed out that the increase in the rates of building 
grant in development areas meant that industrialists 
building or extending their premises and thereby creating 
new employment in those areas could look to receive a 
substantial contribution of 35 per cent in some cases, or 
45 per cent towards their costs. Clause 2 (4) enacts that 
where a building or extension of a building constructed 
with a view to being let to another person includes special 
features at the request of that person, and he has to pay a 
capital sum for them, then he can claim grant on the footing 
that the extra sum is expenditure incurred by him in pro- 
viding the building or extension. Clause 2 also contains 
transitional provisions designed to work in with the 
industrial buildings allowances. 

It is estimated that the savings in investment grant pay- 
ments over the years 1969—70 and 1974—75 will amount to 
some {14 million. The cost of increasing the rates of 
building grant will depend on the response of industry to 
the changes in the law. 

The administration of investment grants requires a 
staff of about 1,000 This staff will be progressively reduced 
over a number of years and will eventually cease to be 
required. The increase in the rates of building grants will 
not affect staff requirements. 


Finance Bill Changes 


RES Standing Committee dealing with the current 
Finance Bill had completed all its amendments by 
June 6th, and was in a position to move on to the considera- 
tion of entirely new clauses. The amendments, although 
somewhat lengthy and complicated, have not made a great 


-deal of difference to the Bill. Most of them seem to be 


directed to improving the drafting. 

Clause 19 provided for the deduction of 30 per cent tax 
from payments made to sub-contractors. It had been 
pointed out that a sub-contractor could avoid the deduction 
by nominating a company to take payment on his behalf. 
Accordingly, clause 19 (1) has been amended in such a way 
that the exemption in relation to payments to a company 
will not apply if the company is a mere nominee, and the. 
person nominating it is not a company. 

Clause 19 (3) defines the persons upon whom it is im- 
posed the duty to make deductions. The first category of 
such persons was defined as: 

‘any person carrying on a business which includes the 

erection of buildings’. 

It was pointed out to the Gonne that ‘the erection of 
buildings’ ought to be replaced by the phrase ‘construction 
operations’ which is defined in clause 21. 

Originally sub-clause (4) provided that sums deducted 

under the clause were to be treated as: 


‘income tax paid in respect of the payment by the person to 
whom it was made’, 
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This is now altered to: 

‘income tax paid in respect of the profits or gains of the trade, 

profession or vocation of the person for whose work the 

contractor makes the payment’. 

Sub-clauses (5) and (6) were the subject of a subtle 
amendment. References in them to ‘sums deducted from 
any payments under this section’ are now replaced by 
‘sums required to be deducted from any payments under 
this section’. The authors of the Bill have realized that 
although one may impose a duty to make deductions, ‘it 
does not necessarily follow that that duty will always be 
performed. Pressure to include in the Bill a provision for 
a register of sub-contractors was resisted. 

Clause 11 which provides exemption from attendance 
allowances and family income supplements was extended 
to exempt invalidity benefit. Changes were also made in 
clause 13 which deals with occupational pension schemes. 
Sub-clause (3) adds a new sub-clause (2a) to section 19 
of the Finance Act 1970 (conditions for approval of 
schemes). Condition (a) in the original Bill has been 
amended by introducing the words in italics as below: 

‘(a) that any benefit for an employee is a pension on retirement 

at a specified age not earlier than 60 (or, if the employee is 
a woman, 55) and not later than 70 which does not exceed 
1/60th of the employee’s final remuneration for each year 
of service, up to a maximum of 4o’. 

The words ‘up to a maximum of 40’ are also added at 
the end of condition (d) (surrender, commutation or 
assignment). Clause 13 1s supported by Schedule 2. 

Paragraph 7 in Part II of Schedule 2 was also amended. 
It substitutes two new paragraphs 2 and 3 in Part II of 
Schedule 5 to the Finance Act 1970, for 1971~72 and 
subsequent years. Paragraph 2 (1) is now amended to make 
it clear that tax charged on any refund of contribution is 
confined to the refund of contributions made by the em- 
ployer. 

Paragraph 3 imposes tax on payments in commutation 
of an entire pension where the sum receivable exceeds the 
lesser of two amounts to be computed as in sub-paragraphs 
(i) and (11). Sub-paragraph (i) originally read: 

‘(i) 3/80ths of the employee’s final remuneration for each year 
of his service’. 
This has now been replaced as follows: 


‘(i) the largest sum which would have been receivable in 
commutation of any part of the pension if the scheme had 
secured that the aggregate value of the relevant benefits 
payable to an employee on or after retirement excluding 
any pension which was not commutable, could not exceed 
3/80ths of his final remuneration for each year of service 
up to a maximum of 40’. 

Introducing the amendments the Minister explained that 
under the original draft certain relief could have been given 
twice over. 3 

‘The new method of charging tax to be introduced in 
1973-74 involves a good many consequential amendments 
which are set out in Schedule 5 to the Bill. Schedule 5 was 
itself amended by the committee to approve the drafting. 

Clause 47 of the Bill provides for exemption or relief 
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from capital gains tax in respect of small disposals, Le, 
where the total proceeds in any year do not exceed £ 5o00. 
With clause 47 goes Schedule ro with detailed provisions. 
. Schedule 10 has now been amended in order to simplify 
the provisions in relation to losses forward. ‘The provisions 
in Schedule 11 which were directed to relieving a taxpayer 
from capital gains tax where the assets in question have 
attracted estate duty on a death have been further amended 
in order to widen the scope of the relief. 


What Other 
Obstacles? 


FOR all practical purposes Britain’s membership of the 
European Economic Community is assured. There 
remains, of course, the decision of Parliament as to whether 
the terms of entry as agreed between Mr Rippon and, in 
particular, M Schumann are acceptable. No doubt, during 
the next few months, the debate at home will be lively, if 
not particularly well-informed. 

The most important factor in the coming debate is to be 
found in the state of public opinion which, as the public 
opinion polls have so clearly demonstrated, 1s hostile to, 
or at best, out of sympathy with, the Community. On the . 
other hand, all the major political parties have accepted the 
case for entry. Whatever the Labour Party may say and do 
during the next few weeks, it is self-evident that on the 
proposed terms, had Mr Wilson and his colleagues been in 
power, Britain would go into the Community. 

The current inflationary pressures and the rising cost of 
living are regarded by many members of the public as a 
foretaste of things to come when Britain enters the Com- 
munity. In fact, the inflation is a world-wide phenomenon 
which has led to rising import costs. Before long, the in- 
ternal price level at home will not be much out of line with 
prices in the Community member countries. 

Even allowing for the dangers of counting one’s chickens 
before they are hatched, the politicians and the public 
would be better advised to spend the next few months not 
discussing irrelevancies like the cost of butter, but con- 
centrating on how the adjustments of the UK institutions 
can best be made. 

The simple fact has to be faced that some of the adjust- 
ments will not be easy; nor will they be popular. There is a 
great deal of talk in industrial circles of new investment and 
new technology which will be possible within the Common 
Market and links with European producers. If British 


industry is to achieve the full benefit of the Common 


Market tariff it will have to ensure that it is as efficient as 
its technical know-how makes possible. This means that 
some smaller plants will have to be closed down, that 
production will be concentrated in particular areas. 

There is still too much nonsense being talked about an 
influx of European workers into British industry so that the 
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need for mobility within British industry is being over- 
looked. Some time the motor-car industry is going to have 
to ask whether it can afford o continue negotiating with 
nearly a couple of dozen tradzs unions, or whether it will 
follow the example of its German counterpart and deal with 
one consolidated organization for wage negotiation. Like- 
wise, can our ports continue to pay excessive wages to 
groups of workers who are unwilling to accept the implica- 
tions of modernization, while the Continental ports con- 
tinue to take trade away? 

The tragedy of the present debate in Britain is that it is 
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being used as a cloak to conceal the changes and develop- 
ments that will have to be made in due course within our 
economy. The point about membership of the Community 
is not so much that :t makes such changes, which are in any 
case long overdue, more urgent than they were already. 
It merely ensures that the pressures for such change will 
increase. If within the next five years or so the British 
economy can adjust, then we shall see the benefits of 
membership. But it would be quite unrealistic to imagine 
either that the benefits will be immediate or that the process 
of adaptation will everywhere be easy. 





CURRENT AFFAIRS 


Educational Payments 


Disallowed 


Ao facet of the worsening tax position of companies since 1965 was 
illustrated in the Court af Appeal on June 23rd in Ball v. National and 
Grindlays Bank Ltd (The Times, June 24th). 

_ The bank traded at various branches in Asia and Africa where its European 
employees were normally required to spend the whole of their working lives. 
They thus had to send their children to boarding schools in Britain, the financial 
burden of which led to considerable discontent and to the resignation or threat- 
ened resignation of a number of employees. Because of this, the bank in 
September 1962 inaugurated a scheme to relieve employees of some of this 
burden. It entered into a covenant to pay monthly sums to trustees to apply at 


their discretion towards the main- 
tenance and education of children of 
bank employees between the ages of 
8 and 18. As a result of this scheme, a 
number of employees contemplating 
resignation decided to remain. The 
bank claimed to deduct £17,500 paid 
under the covenant in computing its 
profits for corporation tax purposes, 
relying on section 52 of the Finance 
Act 1965. 

The Special Commissioners allowed 
the claim but their decision was re- 
versed by the High Court in Dezember 
1970 (The Accountant, December 31st). 

Rejecting the bank’s appeal, Russell, 
LJ, said that section 52 (4) excluded 
covenanted payments from deduction 
unless made ‘under a liability incurred 
for a valuable and sufficien: con- 
sideration’. No doubt the bank had 
had good value for money; the 
scheme’ was, commercially, a sound 
move. Before the 1965 legislation, the 
bank could have deducted income tax 
from the covenanted payment and 
kept it. Under the 1965 legislat-on the 
bank could no longer retain the 


deducted income tax but had to 


account for it to the Inland Revenue. 
Thus, unless the bank could claim 
a deduction under section 52, it was 
worse off under the new legislation. 
The phrase ‘incurred for a valuable 
and sufficient consideration’ prevented 
the application of the ordinary rule of 
contract law, that a small considera- 
tion was good consideration. The 
section required the value and sufh- 
ciency of the consideration to be 
ascertained at the time when the 
liability was incurred. Valuable and 
sufficient consideration was not given 
at that time and accordingly the 
covenant was not within section 52. 
Leave to appeal was refused. 


Impressive Figures 


A. one time last week, it appeared 
that R. A. Hutton, MA, A.C.A., 
might enjoy the melancholy distinc- 
tion of being the first chartered ac- 
countant to be selected, though not 
to play, for the England Test team. 


However, the unseasonable weather 
relented sufficiently to allow several 
hours’ play on Monday and Tuesday. 

During this time, Hutton captured 
two Pakistan wickets for 36 runs in 16 
overs, and subsequently opened 
England’s second innings with a 
score of 58 not out. This, we are 
reminded, is exactly 57 more than was 
made by his distinguished father on a 
similar occasion in 1937. 


Financing the Town Hall 


“TO suggest new taxes is inevitably 
to incur odium.’ Recognizing this 
truth, Dr A. Hedley Marshall, C.B.E., 
3.8C.(ECON.), F.I.M.T.A., Says in a new 
Fabian Society pamphlet New Revenues 
jor Local Government (25p) that his 
purpose is not to dip more deeply 
into the taxpayer’s pocket, but merely 
to substitute one tax-gatherer for 
another. | 

Whilst the rating system is well- 
established and has many advantages 
from the local authority’s point of view 
(according to Dr Marshall the account- 
ing is simple, collection is easy and 
cheap, and bad debts are negligible) 
it also incorporates a regressive ele- 
ment. A citizen’s ability to pay is not 
necessarily related to the size of his 
dwelling; the poorer citizens find that 
rates absorb a disproportionate part 
of their income, and there are inequi- 
ties as between domestic, industrial 
and commercial ratepayers. 

At the moment, 54 per cent of local 
authority needs are met from central 
government grants, and this is likely 
to rise as high as 60 per cent. Local 
government administers the bulk of 
environmental and social services, 
which are growing at a faster rate than 
the GEP; the forthcoming local gov- 
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ernment reorganization offers the last 
chance for years to put local finances 
on a sound footing. Amongst the 
alternatives examined by Dr Marshall 
to replace local rates are a local income 
tax, sales taxes, motor vehicle duties 
and local government lotteries. 

Dr Marshall — regarded by the 
Fabian Society as ‘Britain’s foremost 
authority on local government finance’ 
— is a Past President and honorary 
fellow of The Institute of Municipal 
Treasurers and Accountants. 


Director for the Irish 
Institute 


OLLOWING publication of the 

Whelan Report (The Accountant, 
January 8th, 1970), The Institute 
of Chartered Accountants in Ireland 
is seeking to appoint a Director who 
will have responsibility for a sub- 
stantial expansion in the organization 
of the Irish Institute. 

In addition to re-structuring the 
organization of the Institute, the new 
Director will be required to negotiate 
at top level on major matters with 
governments, business leaders and 
representatives of the accountancy 
and other professions throughout the 
United Kingdom, Ireland, continental 
Europe and North America. 

An advertisement in these terms 
appears on another page of this issue, 
offering attractive terms to ‘a policy 
innovator with intelligence, drive and 
ambition’. 


Three Schools reach 
Business Game Final 


USINESS is booming, at least for 

sixth-formers in the 1970—71 busi- 
ness game for schools sponsored by 
The Institute of Chartered Account- 
ants in England and Wales. At the 
end of the fourth (semi-final) round, 
the leaders were Stowe School, Buck- 
ingham, with an accumulated profit 
of £3,013,060, who are to meet 
Imberhorne School, Sussex, with 
£2,755,780, and Alleyne’s School, 
Herts (£2,481,600), in the final. 

Both previous leaders (The Account- 
ant, June 3rd) were defeated in the 
semi-finals; Warwick suffered a dis- 
astrous reversal in their fortunes and 
went out to Stowe by {£293,000 on 
cumulative figures, whilst Ellesmere 
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College lost to Alleyne’s by a compara- 
tively narrow £ 55,000. 

The final round is to be played at 
the headquarters of International 


Computers at Putney on July gth, 
when the President of the Institute, 


Investment 


VE, the brevity of the text 
of the Investment and Building 
Grants Bill may in itself be commend- 
able, it seems possible that, in their 
pursuit of brevity, the draftsmen may 
have overlooked one or two important 
points. 

In a letter recently to the Rt Hon. 
John Davies, M.B.E., F.C.A., J.DIP.M.A., 
Secretary of State for Trade and 
Industry, the President of The Asso- 
ciation of Certified Accountants, Mr 
R. P. Crout, F.c.c.a., points out that 
the availability of investment grants 
has been a significant factor in deci- 
sions to invest in fixed assets. ‘The 
transitional provisions in clause 1 of 
the Bill omit relief for two important 
categories of assets and thus, in the 
Association’s view, are likely to have 
adverse effects upon companies’ cash- 
flow and the profitability of their 
investment. 

The full text of Mr Crout’s letter 
to the Minister is as follows: 


DEAR MINISTER, 
Investment and Building Grants Bill 


Your White Paper on Investment Incen- 
tives states in paragraph 5 that in deciding 
to end the investment grants scheme the 
Government are conscious of the need 
to avoid any sudden reduction in com- 
panies’ cash-flow and the profitability of 
their investment. 

I wish to draw your attention to certain 
transitional provisions of the Investment 
and Building Grants Bill which, in their 
existing form, conflict with this objective. 
At present two categories of expenditure 
on what would otherwise be qualifying 
assets are excluded by these provisions. 
These are: 


(a) the cases where capital commit- 
ments have been made before 
October 26th, 1970, but only 
partially contracted for; and 


(6) the cases where self-built assets 
are the subject of a capital commit- 
ment before October 26th, 1970, 
but are not constructed until after 
that date, or are in course of con- 
struction on that date. 






Mr A. H. Walton, F.c.a., will present 
the Institute’s Silver Challenge Shield 
to the winners. It will doubtless be of 
interest to educationalists to note that 
the three finalists represent public, 
comprehensive and grammar schools. 


incentives 


Many companies construct fixed assets 
for themselves and the capital commit- 
ments involved can be very large indeed. 
Companies which, under the encourage- 
ment of your Department, have adopted 
accurate methods of investment appraisal, 
have taken account of investment grants 
in arriving at their decisions to invest. 

The importance of this type of expen- 
diture is also borne out by the provision 





Mr R. P. Crout. 


of the Companies Act 1967 (Schedule 2, 
paragraph 11 (6)) that capital expenditure 
authorized by the directors which has not 
been contracted for must be shown by 
way of a note to a company’s balance 
sheet. 

The present arbitrary nature of clause 1 
of the Bill, which precludes the payment 
of investment grants unless the expendi- 
ture arises under a contract made before 
October 27th, 1970, will thus result in 
considerable injustice, is in conflict with 
the stated objectives of the Bill, and 
distorts the accounting requirements of 
the Companies Acts. 

In the view of the Association, clause 1 
should be amended to provide that in 
cases where it can be shown to the satis- 
faction of your Department that expen- 
diture represents a capital commitment 
made before October 27th, 1970, and 
provided the construction of the asset 
is completed within a reasonable time 
after that date, the right to claim the grant 
should be preserved. 


Yours sincerely, 


RP CROUT, 
President. 
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International Business 
at Oxford 


HE theme of this year’s Oxford 

Summer Conference of The In- 
stitute of Chartered Accountants in 
England and Wales, which assembled 
at Christ Church on Wednesday 
under the chairmanship of Mr David 
Richards, F.C.A., is ‘International busi- 
ness — the growing challenge’. 

Following the experience of last 
year’s successful Cambridge con- 
ference (The Accountant, September 
24th), the traditional programme has 
been revised to include a larger 
number of addresses delivered in 


_ plenary session on a single theme. 


Subjects to be discussed include 


= ‘The legal frame-work’, ‘Accounting 


for international operations’ and “The 


finance of foreign trade and invest- 


ment’. 

On Saturday morning, representa- 
tives of the profession from Canada, 
the United States and the United 
Kingdom will speak on ‘The account- 
ant’s response to the challenge’, in- 
cluding the Canadian “Task Force 
2000’ (The Accountant, October Sch 
and November 26th, 1970), post- 
qualifying education and accounting 
standards. 

A full report of the conference 
proceedings will be published in The 
Accountant next week. 


Taxation of Investment 
Institutions 


VALUABLE summary of the 

taxation provisions affecting UK 
investment companies is given in the 
latest publication of the General 
Educational Trust of The Institute of 
Chartered Accountants in England 
and Wales, A Guide to the Taxation of 
Investment Institutions by M. F. 
Morley, B.A., A.C.A., lecturer in ac- 
counting at the University of Stirling, 
and available at {1°15 post free from 


=- the Institute. 


The guide concentrates on UK 
corporation tax, income tax and capital 
gains tax in relation to investment 
trusts, unit trusts, pension funds and 
insurance companies resident in the 
UK. Reference to the complex regula- 
tions affecting different classes of 
companies falling within the above 
categories (e.g., close companies, ap- 
proved and non-approved investment 





trusts, insurance companies under- 
taking different classes of business) is 
facilitated by a series of tables, and 
specimen computations are given, 
covering some of the more complex 
areas. 

The book will be of particular 
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interest to those working in investment 
institutions and to anyone concerned 
with the tax aspects of such bodies. It 
will also provide a necessary first step 
in current research into the effects of 
taxation on portfolio selections by 
these institutions. 


Auditing by Computer — Whose Responsibility? 


OME of Britain’s largest firms and institutions were represented at a 
meeting of the British Computer Society in London last Thursday when the 
‘Auditing by computer study group’ heard Mr Guy Parker talk about the 
problems of protecting data processing installations against sabotage and fraud. 
Mr Parker is managing director of Bellard Ltd, a company specializing in 


security. 


The auditors found themselves at variance on whose responsibility it was to 
advise management about security risks. Only a technical specialist, said Mr 
Parker, could know where to begin to look for unauthorized interference. 
Only the accountant, maintained some speakers, could advise on internal audit 


procedures, but the ultimate respon- 
sibility, they felt, rested with ‘manage- 
ment’. 

Difference of viewpoint would seem 
to be fundamental, as to some account- 
ants, evidently, the computer is no 
more than a complicated accounting 
machine. Mr Parker held that com- 
puters, like any other money-handling 
system, attracted crooks with special 
skills and they must be countered by 
investigators with equivalent knowl- 
edge. 
Frauds that had been uncovered in 
various installations demonstrated not 
only the ingenuity of the criminal but 
the vulnerability of most systems, and, 
furthermore, detection could some- 
times be almost impossible because 
access to the data store left no visible 
trace. ‘Prevention is the only answer’, 
Mr Parker told his audience. 

There is evidently little doubt 
among responsible firms that the 
computer is a risk area. But how big 
is the risk? And how realistic are 
auditors in their approach to the 
security problem? Consultants who 
specialize in this field think that many 
doors are being left wide open. Mr 
Parker’s firm started in business after 
a trial survey of six installations re- 
vealed unsuspected frauds in every 
single case. 

‘Some accountants seem to believe’, 
Mr Parker pointed out, ‘that they can 
counter this by having someone on 
their staff who has been on a computer 
course. We have come across frauds 
that would have deceived many of the 
most experienced systems men, let 


alone someone from outside the com- 
puter room. It’s not enough, as some 
firms suggest, to have a few program- 
mers on your own staff. No program- 
mer, or even an analyst, is trained in 
security techniques. Even DP 
managers, in fact, give little thought to 
possible gaps in their armour; they 
have too many other things to worry 
about’. 

The internal auditor, Mr Parker 
stated, is better placed than anyone 
else to provide management advice, 
but is not necessarily best qualified 
to give it; he in turn needs guidance 
from someone who understands all the 
technical problems. 

Protection against any kind of 
interference is clearly of great import- 
ance to the auditor, but protection is 
not just a matter of bolts, bars and 
security patrols. Responsibility for 
auditing by computer calls for collabo- 
ration between auditors and computer 
specialists starting from the moment 
a new system is designed. 


Northern Ireland 
Development Review 


R DARWIN H. TEMPLETON, 

F.C.A., immediate Past-President 
of The Institute of Chartered Ac- 
countants in Ireland, has been ap- 
pointed by the Prime Minister to 
membership of the review body for 
prospects of economic and social 
development in Northern Ireland, 
under the chairmanship of Sir Alec 
Cairncross. 


EFN 


July 1st, 1971 


Controlling Administrative 
Overheads 


HE steps needed to evaluate, redesign and 

install administrative systems and pro- 
cedures were considered at a course on 
‘Controlling administrative overheads’ held last 
week at Chartered Accountants’ Hall by The 
Institute of Chartered Accountants in England 
and Wales. Participants, who numbered over 
90, learnt some of the techniques involved and 
the managerial skills necessary to generate and 
maintain improved performance; all the com- 
ponents of the system were covered including 
systems design, forms, equipment and layout. 
Opposite. Mr R. P. Brown, F.C.A., course 
director, second from right, discusses the 
programme with Mr C. S. Horner, A.C.W.A., a 
speaker, Jett: Miss Gwynedd Roberts, an 
O. & M. Consultant, and Mr R. E. J. Stanesby, 
A.C.C.A., chief accountant, EMI Cinemas 
and Leisure. 


Farmers’ Opposition 


HE Council of the National Far- 

mers’ Union has called for the 
zero-rating of food and agriculture 
under VAT. This would mean that 
sales of farm products were free of 
tax, that farm incomes were not 
affected, and that the retail price of 
food would not be affected by the tax. 

Zero-rating for agriculture was the 
unanimous recommendation of the 
Economic Development Committee 
for Agriculture when it considered 
VAT in 1968. Following the 1970 
general election, the NFU was the 
first body to approach the Govern- 
ment about the implications of VAT, 
and a long series of discussions with 
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Customs and Excise has taken place 
since the autumn of 1970. 

The NFU is fundamentally opposed 
to the taxing of food, which would 
raise retail prices. From the farmer’s 
point of view any tax on his output, 
even at a low rate, would have the 
general effect of reducing his net 
returns from the market and con- 
siderably adding to his paperwork. 
The NFU also. claims that non- 
edible products such as wool or 
flowers should be dealt with on the 
same basis as food products, so that all 
agricultural and horticultural output 
is free of tax. 

It is essential, says the NFU, that 
tax should be charged on as few farm 
inputs as possible. In this way the 
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Above, left. Group session for, /eft to right, Messrs S. W. Parks, F.C.A., chief accountant, Charter Consolidated: R. C. Connor, F.C.A., accountant, 
Northern Ireland Tourist Board; R. E. A. Bull, Internal Audit Research, Shell International Petroleum Co; J. Cookson, general manager (adminis- 
tration), Forward Trust, and A. R. Allum, A.C.A., deputy chief accountant (management), Charter Consolidated. Right. Mr C. |. Davies, B.Com., 
one of the speakers, explains a point to Mr G. M. Tice, A.C.A., director and chief accountant, Stanbourne Motor Co, /eft; Mr R. M. Woodgate, 
M.A., A.C.A., assistant secretary, Wesleyan & General Assurance Society, and Mr G. R. Goodwin, A.C.A., development accountant, Efco. 


smaller farmer who was prepared to 
do the necessary paperwork would be 
able to reclaim all tax, and if he pre- 
ferred to be exempt his tax burden 
would be minimized. This is one of 
the Union’s principal considerations 
in seeking not only the zero-rating of 
farmers but also the zero-rating of 
their principal inputs. 


Fermenting VAT 


PART from the opposition of the 

farming community, the Govern- 
ment is already in potential conflict 
with the Association of British Cham- 
bers of Commerce over certain aspects 
of the administration of a value- 
added tax. A recent announcement by 
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Ki including the need to register with the 
` Board of Customs and Excise for the 
S purposes of VAT — would lead to 
E, additional complications for the tax- 
Gë payer, and would call for large staff 
= increases to administer the tax. Regis- 
E tration is not necessary, for example, 
¿for corporation tax or income tax 


the Association regretted that the 
Government appeared to be so firmly 
committed to the ‘invoice’ basis of 
collecting VAT that any advocacy of 
the alternative ‘accounts’ basis would 
be pointless. 

It is feared that the basis of assess- 
ment favoured by the Government — 


purposes. 
The Association recommends that 
there should be not more than two 






sf - 


be tapered off before the latter be- 
comes effective, to avoid distortions 


of demand. 


Mongrel, Watchdog or 
Bloodhound ? 


R ROBERT WYLDE, F.c.a., 

the newly elected President of 
the London Chapter of the Institute 
of Internal Auditors, referred in his 
presidential address to the oft-quoted 
dictum that ‘an auditor should be a 
watchdog and not a bloodhound’. 
Although he had heard internal audi- 
tors even described as ‘mongrels’, he 
was gratified that advertisers were 
now offering good salaries for internal 
audit appointments, thus indicating 
that the breed was being recognized 


Naturally, this called for higher 
standards of expertise so that man- 
agement would get the service it 
expected. He paid tribute to the zeal 
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and energy of his predecessor in 
office, Mr Frank Rigg, F.c.a. (re 
cently nominated as regional vice- 
president, Western Europe), for en- 
suring that the educational facilities 
of the Institute had reached more 
internal auditors — both members and 
non-members — than ever before. 

Too often, it would seem, internal 
auditors were regarded as cogs in a 
chief accountant’s wheel, whereas, 
in fact, to be fully effective as tools 
of management they should be directly 
accountable to the board. 

According to Mr Rigg, the chapter’s 
year that had just ended had been one 
of consolidation on past successes and 
of progress towards a new future. 
Membership had increased to a new 
high level, and included organizations 
not previously represented. Gone were 
the days, he said, when an internal 
auditor did nothing but put ticks 
against figures; his object in life was 
to be an aid to management. 





Æ rates of VAT, plus a ‘zero’ rate for 

= exports — including services for an and appreciated. 
= Overseas customer which could be 

fe. classed as invisible exports. It has 

xe also urged that rate differences be- 

= tween purchase tax and VAT should 
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by An Industrious Accountant 





RINNY’s new assistant seems to be somehow achieving 

a quiet revolution in the company. The directors are 
aR uncertain whether or not this is a good thing. 
ee It started imperceptibly when he was shown to the office 
2 vacated by his weedy predecessor, a sort of box in a top- 
floor corner within hailing distance of his boss. He declined 
it cheerfully. Absolutely useless for a personnel man, he 
declared; he should be right down in the staff area, in 
touch with everybody. Prinny, half-amused and bat, 
sceptical, implemented the principle of delegation by 
giving his subordinate his head, and I found him a room 
between the accounts and sales departments. 

He came to say thanks almost immediately, with the 
obvious aim of establishing contact. He was a quiet- 
spoken, pleasant character, watchful of eye and deliberate 
of speech, who said modestly he’d like to hear was there 
anything Id like done. Co-operatively, I said I’d tried in 
vain over some years to persuade the board to take a more 
liberal view towards reimbursing expenses incurred by 
staff in studying for professional examinations. He de- 
parted thoughtfully. 

I noticed that his room door was always open unless 
somebody was with him. He wandered round the store 








quite a bit, and gradually staff members dropped in to his 
room in return. He had one wall-chart showing cost-of- 
living increases, one with settlements versus claims in recent 
disputes (post office, dockers, motors, etc.) and another 
with social welfare benefits. They were very handy to 
inspect in passing. 

Then he came back to me with a report on several firms 
which gave educational benefits, with money limits, time- 
tables, and so on. There was enough to bolster up a case... . 
He had another about a scheme for giving employees’ 
children periods abroad to become bi- and tri-lingual at 
minimum cost, and yet another on a special staff outing to 
London. | 

When Trevor was publicly cheeked by his senior sales- 
girl, Trevor swore grimly she’d be out of Lingerie for ever 
by lunch-time, but she went straight to our new recruit. 
Later, quietly, Trevor went also. I don’t know how he did 
it, but both of them were apologizing to one another an 
hour later. 

Prinny, a little hurt at an old colleague like ‘Trevor 
missing him out, came questioning later. His new assistant 
explained casually it was a matter of avoiding embarrassing 
personal publicity. Anybody going upstairs to Prinny’s 
office went in full view of all and sundry; by comparison, 
one more or less went unnoticed in the Accounts/Sales 
corridor. Besides, Prinny liked us to make appointments 
through the medium of his secretary . . . whereas his N.A. 
had already been working with Trevor on an idea for em- 
blems for long-service staff, watches or tie-pins or some 
such. Once good relationships were established, straight 
down-to-earth talking was easy. 

Prinny’s no fool, but it was the first time he appreciated 
that he should work from the bottom up as well as from 
the top down. 
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Changing Thinking about Motivation 





HE oldest, still the best known and most widely applied 

theory of motivation is ‘the carrot and the stick’. Since the 
dawn of history, and according to religion and mythology well 
before it, those who have sought to influence the behaviour 
of others, whether in the role of gods, lovers, mothers, generals 
or managers, have employed the technique of making it clear 
that desired behaviour will be rewarded and undesired behaviour 
punished. Until recent times no other ideas as to practical 
methods of motivating people had any significant following, 
and I think most managers would agree that it is by far the 
dominant concept today. 

What has changed, however, is the nature of the carrots and the 
sticks. Successful knights no longer have the hands of beauteous 
princesses pressed upon them. Generals no longer execute every 
tenth soldier in an unsuccessful regiment pour encourager les 
autres. 

What has happened over time is that for a variety of reasons 
the range of rewards and punishments available has narrowed. 
Sometimes the causes are socio-legal. Except in Moslem coun- 
tries daughters are no longer bestowed by their fathers, though 
a vestigial part of the ceremony before the marriage altar in 
Western churches still recognizes the custom. And generals 
have progressively lost the right to punish beyond statutory 
fairly short terms of imprisonment. Much of the powers held 
by managers until recent times to sack their employees arbitrarily 
has been removed, by law in some countries and by the counter- 
vailing powers of unions in others. Similarly, statutory regula- 
tion or collective bargaining has increasingly limited the powers 
of managers to reward by pay increases. Seniority schedules in 
many industries regulate promotion, assignment to jobs, and 
selection of men to be laid off to a much greater degree than do 
management decisions. 


Socio-economic factors 


This is not the end of the story, however, since I would 
submit that the rewards and punishments which remain have 
become much less sharp in their effects. This applies particularly 
to the motivation of people in industry in modern times and 
arises from factors which I might characterize as socio-economic 
- including the adoption of full employment policies, the rise 
of the welfare state, inflation and progressive taxation. I shall 
consider these in turn. 

The Keynesian revolution in economic thinking was introduced 
The substance of a paper delivered to this year’s Summer School of The 


Institute of Chartered Accountants of Scotland. The author is principal 
of the London Graduate School of Business Studies. 


in Industry 


by Dr ARTHUR F. EARLE, B.Sc.(Econ.), F.B.1.M. 


An understanding of motives is central to our understanding of life itself. Motives 
represent the mainspring of human behaviour, but while the word can be defined with 
Johnsonian rigour, the human behaviour to which it relates is extremely complex. The 

proper study of man is man himself, and the study of man's motives has provided endless 


fascination for playwrights and novelists. 


to the world in 1935 and began to influence economic policy 
by the end of the war — a remarkably quick assimilation, 
prompted without doubt by the universal determination that 
the horrors of the Great Depression should not be allowed to 
recur. In 1945-47 most countries adopted, according to their 
forms of government, binding commitments to full employment 
policies — in Britain by White Paper accepted by both major 
parties, in the United States by Act of Congress. These docu- 
ments said in effect that the first priority of any government 
must be full or near-full employment, and that fiscal policy, 
the powers of government to tax and to spend, must be directed 
to this end. These aims have been pursued since with great 
success, and there is no doubt that any government which fails 
to maintain success is courting disaster, as Mr Nixon’s mid- 
term election results indicate, and as the rapid change in his 
economic policies since bears witness. 

The result has been that a generation has grown up without 
a real knowledge of economic depression and with a consequent 
lack of fear of unemployment. 

Simultaneously with the adoption of full employment 
policies, there developed in many countries massive bodies of 
welfare legislation protecting citizens against unemployment 
and offering a wide range of services at reduced or zero cost. 
Here too the effect has been to reduce the fear of unemployment. 
And not only that — but also to make the recipient of money 
or services from the state feel socially acceptable, even virtuous, 
where in earlier times the shame of the poor law, the workhouse, 
or the charity hospital would have been insupportable. 

Making available a perfectly respectable means of economic 
survival as an alternative to earning one’s living is to do more 
than merely to remove the fear of unemployment. It is radically 
to alter the scale of values which will inhibit absenteeism, 
malingering, insubordination. Please note that this is not an 
attack on the welfare state, for its gains in humanitarianism 
may be far greater than its disincentive effects. But it is import- 
ant to remember, in considering problems of motivation, that 
the social environment in which they operate is changing rapidly. 

Finally, in this short catalogue of socio-economic factors 
which reduce the effectiveness of traditional incentives, let us 
consider the effects of taxation and inflation on the most 
traditional incentive, the money payment for work. Except for 
short isolated periods in the past, the magnitude and persistence 
of inflationary pressures since the war represent a new and 
virtually world-wide phenomenon. The timing of the advent 
of this new phenomenon is not accidentally concurrent with the 
adoption of full employment policies already mentioned. The 
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willingness of governments to accept responsibility for demand 
management has necessitated fiscal policies which involve 
pumping money into the economy when expansion of demand is 
necessary. With very few exceptions, however, politicians 
have not been willing to pursue deflationary policies either 
vigorously or long enough. Again, therefore, we seem in recent 
times to have become involved in a ratchet-like action in which 
movement in only one direction is possible, and all that varies 
is the rate of movement. 

The relevance of this to motivation is obvious. Most people 


` work for money, as an end in itself, for only so long before 


they require reassurance about the utility of the money. Money 
has two utilities for the average person. First, it is the medium 


of exchange by which they obtain satisfaction of their needs. 


The second utility is as a store of value — the means by which 
they can protect themselves against the needs of a future in 


which they might not have an income. In respect of the second 


utility, the experience of sustained inflation has clearly reduced 


the utility of money, and near-money substitutes such as bonds, 
= insurances and pensions. Nor has it been easy to discover 


alternative inflation-proof stores of value. 


Prices, incomes, taxation, inflation 


The exchange utility of money depends, of course, on prices 
and therefore on inflation. The effort to maintain the exchange 
value of one’s work expressed in terms of money units of falling 
real value is at once a consequence and a cause of inflation. 
This is not the place to discuss the mysteries of demand-pull or 
cost-push inflation, but whatever analysis one adopts it seems 
clear that the existence of inflation makes it much more difficult 
to relate changes in money income to changes in the real value 
of one’s work. To be sure, an ambitious man may aim to move 
up the income steps associated with a developing career, and 
this ambition is a powerful motivating force. But when the 
steps are those of an escalator, and the costs of living at different 
degrees of opulence are also on an escalator, money terms lose a 
good deal of their clarity and sharpness as an incentive. 

It is obvious that direct taxation, by removing a portion of 
income or of any increase gained, reduces the net benefit of 
the income to the recipient. It is only slightly less obvious that 
progressive taxation, i.e., a system in which rising rates apply 
to successively higher blocks of income, means that the effect 
is greater on increases than on the average income, and greater 
the higher the income. To maintain real income in the presence 
of inflation and progressive taxation requires salary increases 
which are a multiplier of the rate of inflation. 

What is not so obvious is that most people wish to do rather 
more than maintain their real income. A number of surveys 
have shown that many people are unaware of their marginal 


rate of taxation, let alone the rate of inflation and the consequent 


multiplier of income increase they need to maintain real income. 
There is really no need for them to be aware of these esoteric 
calculations, since a tendency for real income to fall shows 
up in the form of difficulty in paying bills to maintain their 
standard of living — there is, that is to say, an automatic alarm. 

Apart, however, from wishing to maintain real income, 
most people want at least to maintain the relationship of their 
real income to that of others. They want, in practical terms, 


to ‘keep up with the Joneses’. The automatic alarm in this case 


is the pattern of consumption they see among their friends and 
neighbours and the rates of pay increases they see so fully 
reported in the press as being accorded to different occupational 
groups. More abstractly, these desires work themselves out 
on the national scene as pressures for the sharing out of the 
benefits of the increases in productivity which continue year 
by year, albeit in Britain at a low rate. The rate of increase in 
real earnings must be added to the rate of inflation to provide 
the factor to which the progressive tax multiplier must be 
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applied if salary levels are to content the desire for the main- 
tenance of absolute and relative real income levels. 


Remuneration in kind 


The combination of high tax incidence and inflation leads 
inevitably to increased use of remuneration in kind. The 
provision of an automobile or of free lunches are methods of 
payment which both avoid tax and maintain their value, irres- 
pective of inflation. Such devices are of limited value. Vigilant 
elements of the public are quick to detect and publicize any 
extension of executive privileges and to demand their sub- 
jection to tax, as a matter of equity. The tax inspectors are 
buttressed with general powers enabling them to challenge 
forms of remuneration ‘in kind’ which are not administered with 
great care. 

Further, remuneration in kind lacks flexibility. One can have 
some variation of reward in the type of car offered, but in 
practice it is difficult to recognize more than rank by this means. 
The real choice is to give a car or not and, except to a humorist, 
there is no possibility of a progression through lesser forms of 
transport like bicycles, motor-cycles, etc. Equally, it is difficult 
to visualize much gradation in the quality of means provided 
or any real decision to be made, other than whether they shall 
or shall not be provided. The disadvantages from a motivational 
point of view of the limitations and inflexibility of remuneration 
‘in kind’ are supplemented in the eyes of many managers by a 
feeling that they have important negative effects within the 
sociolegy of a company. They tend to mark out differences 
between ranks in what many feel is an objectionable way, and 
very often become regarded, both by the possessors and non- 
possessors, as privileges of rank and class rather than as rewards 
for contribution. 


The sticks 


If the more obvious of the carrots have tended to lose their 
incentive powers, what can one say of the sticks? In reality, 
the only stick of consequence left available to management is 
the power to sack, and this has been steadily eroded by socio- 
legal pressures, as suggested above. In many walks of life, and 
in many company/union situations, this power does not, for 
practical purposes, exist. Where it has existed, its use has been 
restricted and its threat softened as discussed above by the 
ease with which a displaced employee could find alternative 
employment in most parts of the industrialized world. In recent 
months, in Britain at least, this condition is changing and we 
may see, for the first time in many years, an environment in 
which the threat of dismissal can become a really effective stick 
in a motivational sense. 

But, if this is so, it is likely to be a short-lived phenomenon. 
During its existence, I have little doubt that concern over 
holding one’s job will exercise influences in favour of industrial 
discipline and effort. Certainly, we have every reason to expect 
significant increases in productivity per capita through this 
period. It must be questioned, however, whether such in- 
fluences can long be maintained. It would be against the grain 
of modern social thinking that they should be, and a purely 
personal guess is that whereas a year or so of high unemployment 
and heightened industrial discipline will have a salutary effect 
on productivity, its cost in human terms cannot, and will not, 
be supported for much longer. 

It would be possible to adduce other illustrations of the general 
decline of the carrots and sticks philosophy of motivation. 
There has, for example, been the recent swing away from the 
most clearly incentive pay scheme of all, i.e., piecework. Such 
schemes served managers well until, in many industries, work- 
people learned to exploit the system. Employees, for their part, 
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have been willing to be brought off piece rates because Bas 
have found them too pressurizing and dehumanizing. 


If I am right in believing that we are entering a new era in ` 
. which the use of carrots and sticks as a management philosophy 


about motivation will come to be viewed among large numbers 
of managers as inadequate, then the direction of the changing 


thinking about motivation which forms Our subject becomes of 


great importance. 


The Hawthorne effect 


One trail-blazing piece of research was the experiments carried 
out at the Hawthorne Works of General Electric Company in 
Chicago between 1924 and 1927 by Elton Mayo. This research 
in industrial psychology began with attempts to discover the 
effects on output of the introduction of rest periods. The rest 
periods were given to one-third of the operatives but not to the 
other two-thirds. The workmen who were given -rest periods 
did increase their production and in addition showed improved 
morale and friendliness and reduced absenteeism. What was 
more remarkable, however, was that there was very nearly as 
much improvement in the performance of the two-thirds of the 
men who did not receive the rest periods. 

The conclusions drawn by Mayo and some. of the Dän 
scientists who subsequently reviewed his work were that part 
of (he improvements were derived merely from the conscious- 
ness among the workers that research was being carried out, 
Le, in the workers’ terms, high-level attention was being paid 
to their problems, and that immediate authority in the form of 
the supervisors would be overridden if necessary in order to do 
something about the problems. This has given rise to the 


expression ‘Hawthorne effect’ for the phenomenon of response 


by subjects under industrial research to the fact that research 
is taking place. 

A second, and perhaps the most important, conclusion to be 
derived, however, was-in respect of the effects on motivation 
achieved by allowing the employees to arrange their own rest 


periods as a group while production continued. This apparently ` 
minor step recognized the importance of group behaviour in- 


the working environment and satisfied the need of the men for 
recognition and a sense of belonging. Whether recognized or 


not, groups and group behaviour exist in all work places, and 


group attitudes affect and reinforce individual attitudes in strong 
ways. 

In the decades following the Hawthorne experiments, many 
managers came to recognize the tendency of people to form 
themselves into groups in order to satisfy needs for belonging or 
acceptance by one’s fellows, or giving and receiving friendship. 
But ‘most managements feel a fear of employee groups or 
combinations becoming opposed to management ` objectives. 
These fears often lead management to endeavour to arrange 
working conditions so as to inhibit group formation. 

These’ considerations led Professor Douglas McGregor, of 
the Massachusetts Institute of Technology, to develop bus 
famous theory X and theory Y as representing the two extremes 
of approach to the management of people. Theory X may be 
summarized as that which imposes on management.the task of 
close. control and direction of workpeople’s activities, while 
theory Y adopts the view that the central managerial task is to 
arrange conditions so that people can achieve their own in- 
dividual goals based by directing.their own efforts towards the 
objectives of the organization. 

Most managers will, I think, be conscious that TT 18 
moving steadily to a wider and wider adoption of theory Y. 
It is theory Y which underlies much of the trend. towards 
decentralization of authority and increased delegation of powers 
in all levels of industrial organization, and theory Y is an essen- 
tial condition for the full implementation of a “management by 
objectives’ programme. 


RER of measurement a ee 
From ‘the point of view of the accountant, the use.of means of - 
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motivating personnel arising from the reasoning I have just | 


been describing presents problems. It is difficult to measure ` 
‘the cost of such efforts — ‘certainly much more difficult than to ` 


measure the cost of financial incentives.! However, when one 
turns to the measurement of benefits derived from whatever 


" motivational practices are adopted, no generally used methods 


of measuremént exist, whether financial or non-financial 
ates Sage are pursued. 


This points to the much larger problem which must often | 


cross the mind of a thoughtful accountant — to what extent do. 
our carefully prepared and audited balance sheets afford a 
genuine representation of.the value: of ai company? I am not 
referring to the quite widely discussed questions of currency 


debasement, variations. in treatment of depreciation, etc., 
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rather to the fact that balance sheets place no value on the - 


human resources which represent the real continuing worth 


of a company. As any strike shows, the removal of. all or a, ` 


significant part of the. contribution. of ‘the employees of a 
company reduces the worth of its physical’ assets te scrap value. 
But this is only the most extreme illustration of a much more - 
eee and continuing evaluation problem. 

-It is, I- think, a fact of common managerial observation that | 
almost any manager-can improve the profit performance of a 
company over a period of two or three years provided he is 


_ prepared ro sacrifice the longer term. He can do this by cohen a 


the number of people employed, shutting off research and. 


development , without . short-term pay-offs,- offering incentive 
payment .systems which prompt employees to concentrate ` 
entirely on short-term - results, driving ‘staff to their limits- 


without consideration of the effects on morale, turnover, etc. 


The costs of such policies are often disastrous, but they appear ` 


only in the longer run and often after the ‘executive responsible 
has moved to another position or has sold the company at a 
figure, reflecting its short-term _ petformance and apparent 
growth. ' - | 


These ‘commonplaces of ecient are posible because - 


. profit:and loss statements and balance sheets do not reflect. 


values: for the human resources of the; company and their 
changing condition. As a consequence, costs incurred to 
improve the value of the human resources of a company are, on a 
purely Bees sheet rationale, illogical.+ 


Conclusions : A 


What ‘I have sought to develop in this paper is a continuing 


view of the development of thought about human motivation 
and of the ways in which the changes in ‘thought are reflected 
in changes in managerial practice. I am suggesting that the 
importance of direct remuneration, whether in money or other 
forms, has. decreased as an incentive for many reasons and that 
this trend is not likely to be reversed. Similarly it has seemed to 
me, also for numerous complex reasons, that thé punitive’ 
powers of management have diminished, ‘as have the influence ` 
of those which remain on employees. 

As the importance of the ‘carrots andi sticks’, which direct 
remuneration and’ punitive powers represent, diminishes, 
management has been ‘driven increasingly ‘to finid other ways of 
motivating employees. These means of motivation are entering 
management thinking from the work of behavioural scientists, 
most of it of quite recent origin. Thesé ideas are of great power . 


and will influence the nature-of society more than we can 


foresee at present: SP : 7 


1 [See,. for instance, ‘Employee Evaluation’, by J. V. C. Butcher; A.C.A. 
(The Åccountant,. August 6th, 1970) and. ‘Accounting for Human. 
Resources’ oe Accountant, March 18th, 1971)] — - Editor. 


4 


A DN 
` D 
D 
H 


THE 


12 | -. ACCOUNTANT 





July 1st, 1971 


The Case for a Small Business 


Development Board 


by L. H. TRIMBY, F.C.A. 


The present Government, before it was elected to office, proposed an independent body to 
help the small business develop, to suggest the form it might take and the way in which 
it might best function, having regard to existing facilities and its clients’ own resources. 


The ability of such a body to knit together essential business functions round the nucleus 
provided by the client may well determine its public acceptability. 


K may be useful to outline some of the problems facing all 
small businesses, particularly in the light of the sub- 
missions made to the Committee of Inquiry on Small 
Firms (the Bolton Committee) in January 1970, by the 


- Council of The Institute of Chartered Accountants in 


England and Wales. In so far as they are relevant to the 
contents of this paper, they may be summarized thus: 


“The effectiveness of [the small firms’] contribution to the 
economy depends on two essential factors: they must be 
efficient, and they must be able.to grow rapidly and success- 
‘fully.’ 


While the small business already contributes a great deal 
to exports, with help in EE markets etc., this effort 
could be enhanced. 


‘There is a need and justification for special machinery 
designed to assist them.’ 

‘One of the most important limitations on the growth rate 
of the small firm is the difficulty of obtaining finance. Profits 
retained in the business often do not provide sufficient funds 
out of which growth can be financed and, because of its size, 
the small business has no ready access to the capital market.’ 


There are many institutions, whose purpose is to provide 
financial backing: local banks, merchant banks, finance 
companies; ICFC and NRDC loans, as well as government 
assistance in specific cases. 


‘Small businesses are rarely in a position to provide specialist 

` services internally: they must rely for these on outside ex- 

pertise supplied professionally by their accountants and legal 

advisers, by market research bureaux, by computer service 

bureaux, and by consultants in engineering, management 
science, marketing, and many other techniques.’ 

‘One of the commonest situations . . . is that of the small 
business whose expansion has resulted in its outgrowing the 
management skills and experience available to it. All too often 
it is not until it has got into acute difficulties that it realizes 
its inability to continue without outside help.’ 


The majority of failures in business are managerial 
failures. The complexity of tax law, and the paper work 
required for a variety of official purposes can prove a major 
hindrance to an otherwise sound management. Such a body 
could offer specialist help and advice. 

Mr Trimby is a member of the Economic Research Council. 
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‘Another situation, which is often characteristic of the small 
firm is that of failure to provide adequately for management 
succession.’ 

‘In addition to the difficulties which are intrinsic to small 
firms because of their size, a number of factors have arisen 
in recent years which have tended to hamper the efficient 
running of such firms by placing on their management 
administrative burdens out of proportion to the size of the 
firm or by creating directly or indirectly a disincentive to 
effort or increasec efficiency.’ 


This suggests (bat there is a need at national level for a 
watch to be kept over the small business’s overall interests. 
The giants of the business world possess the means to 
make their voice heard both in the social and political 
arenas; no less important is the collective voice of the small 
business. 

Having outlined some of the problems, it remains to 
suggest ways in which the objectives of encouraging small 
firms to start, flourish and grow may best be achieved. 
This might well be done through the medium of an 
independent body, under such a title as the Small Business 
Development Board, which could be an independent board 
with wide powers of helping client businesses, charging 
fees for its serviczs and thus, ultimately, becoming self- 
supporting, but financed in the initial stages by bank 
lending guaranteed by the Board of Trade. There should 
be no need for public funds, as such, to be used. 


Definition of small business 


While it would be important for such a board not to define 
‘small business’ too narrowly, lest potentially valuable 
clients are discouraged from applying for help, it is never- 
theless suggested that it should aim to help those who — 
particularly in the very early stages —find development 
capital extremely difficult to obtain. The Bolton Com- 
mittee’s definition of a ‘small firm’ is one employing less 
than 200 persons: it is suggested, however, that this defini- 
tion could result in the Board operating over too narrow 
a field, and that it should be given wide powers of helping 
small firms according to their circumstances. 

To achieve its objectives, the Board should be staffed by 
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personnel trained in modern business techniques, and, 
where necessary, professionally qualified. It should, there- 


fore, so organize its affairs that it can handle the various 


problems submitted to it, and the fullest use should be 
made of existing resources working in parallel with it, 
which could be channelled through the Board to the client 
in need. 

Broadly speaking, all businesses present a number of 
common features, although this may not be immediately 
apparent on the surface: 


The board of directors/general management/secretarial/legal. 

Finance and accountancy, including profits forecasting and 
the preparation of budgetary information received from 
departments. 

Marketing and selling. 

Buying. 

Production. 

Personnel. 

Research and development. 

Transport. 


It is suggested that the Board should be under the 
direction of a full-time chairman, with a secretariat whose 
function would include the investigation work necessary 
before a client’s application was accepted. In this way a 
client’s problems could be examined, defined and dealt 
with under one or more of the specialist departments above. 

It should not be overlooked that most small businesses 
will have their own advisers on the legal and accountancy 
functions and that the Board’s function should be to 
supplement rather than replace their efforts. This also 


‘applies where outside management consultants have been 


brought in. 


Method of operation 


Each function outlined above will now be examined and 
‘ways suggested in which the Board could help: 


Directors and general management 


Bearing in mind the significance of managerial failures — 
particularly in the financial sector, which is dealt with 
below — the Board should have one senior officer responsible 
for the activities of a block of clients. After the investigation 
and ‘acceptance stages, he would be responsible to the 
directors for seeing that whatever obligations the Board 
had undertaken, these were implemented and controlled. 

The objective would, of course, be to nurse the client 
until the business was large enough to conduct its own 
affairs unaided. If the Board is to be effective, it would 
be essential in its contract with the client to insist that it is 
represented on the client’s board, or as a partner as the 
case may be. The help must be controlled. 

The use of the latest techniques of management by 
objectives should be encouraged. 


Finance and accountancy 


Nothing is more important than that finance should be 
shown to be controlled by reference to the management 
structure of the business. Unless this is properly organized, 
the future development of the business will be severely 
handicapped. 

Experience shows that the most difficult single problem 
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facing the small man is to raise initial capital. This parti- 
cularly applies to the man starting out with a first-class 
idea, who has brains but little substance and scarcely any 
notion of organization — a typical candidate for the Board. 

Presumably the Board would be a. DTI responsibility. 
It is suggested that it should have powers of sponsoring 
loans and acting as guarantor with the clearing and mer- 
chant banks for those clients who are accepted. 

The other aspects of finance fall into the areas of taxation . 
and death duties: it would be a mistake if the Board was to 
enter these fields, which in the small business tend to 
become intimately linked with the personal affairs of the 
proprietor. Beyond making recommendations when invited 
to do so, the Board should confine its interest to the opera- 
tion of the business. 

In most cases it will be desirable to institute a manage- 
ment. accounting system. Where the client’s own advisers 
are not equipped to do so, then the Board should be 
equipped to put in a system or arrange for it to be done. 


Marketing and selling 


This particular area is generally one of the weakest, because 
it requires specialist knowledge of modern techniques 
seldom possessed by the small proprietor. Anyone can 
produce at a cost, but it takes ability of a high order to sell 
at economic prices. The Board could offer market research 
guidance in drawing up specifications, to which the pro- 
fessional researchers could work and on which they could 
report. It could also arrange for appropriate training to be 
given in selling as well as arranging advertising campaigns. 
Here is a gap, which the Board can SP the small pro- 
prietor fill. 


Buying 


The small man is often at a disadvantage because he cannot 
benefit from bulk buying, or from trained buying. The 
former the Board might be able to help by arranging a 
pick-a-back system. with larger concerns as is now done in 
the export field, giving its backing as guarantor. The latter, 
the Board could arrange from its: own resources. 


Production 


The Board could offer expert.advice on factory siting and 
layout as well as providing organization and methods 
services. There has been an unfortunate tendency since the 
Second World War to lay stress on the need for greater 
production, whereas the emphasis needs to be on marketing 
and selling. The day has long since passed when we can 
sell at a profit everything we can produce. 

The gearing of production to selling and design is a 
technique of its own and will be one of the most difficult 
tasks of the Board to instil the need for this into the client’s 
business. 


i 
Personnel : 
‘The large business has its own personnel department, the 
small man acts as his own. The need for industrial training ` 
has long since been recognized if we'are to have flexible 
national economic growth; we must be able to open up 
new fields of endeavour without having to worry unduly 
about employment. 
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` With confident growth in industry, there should be an 
end to the ceaseless fears of unemployment which have 
caused -this country so much damage. Confidence will 
‘come not least from the SEET that training is available 
in new skills. 
Everyone wants to be a round peg in a round hole: to 
have an objective in work; to have progress evaluated and 


`. to be rewarded for a job well done. Here the Board can do 


invaluable work by ere the oe of manage- 


` ment by obj ectives. 


| Research and development 
The role of R & D in the small business, when it is present 


at all, is bound up in the personality of the proprietor. 
Often it is” his personal efforts in this field that have 
resulted in a small business being founded. Indeed, this is 
where genius unattached to any formal organization is 
found and where it too often fails for want of administrative 
control. 

Inventors are a proud race, often loath to share their 


ideas with those best placed to help them. Very few 


nowadays have the resources to carry their inventions and 


' ideas beyond’ a certain point; but, given willingness and 


e .-, co-operation the Board should be well placed to guide 


Computéi services 


them through further development stages, if necessary in 
conjunction with larger manufacturers. 
It is particularly in this area that the Board must inspire 


. ` confidence that those who apply for help will be honourably 


dealt with, fairly treated and given the best advice possible. 


‘ Transport 


It is too often assumed that the ‘use of vehicles, even those 


~of special design, can easily be dealt with by a local garage. 


In fact the selection and design of vehicles for specialist 


». purposes can result in material cost reductions allied with 
` increased efficiency: for instance, the problem of trans- 


porting liquid oxygen is totally different from that of an 
ice cream vending wagon. The Board should have the 


' resources to examine transportation problems in detail, to 


procure SE and make recommendations to clients. 
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This is one of the most important fields in which the Board 


` can help, not least because there is still a prevalent idea 


that only the largest businesses can make use of them or 
afford to employ them. | 

Nothing could be further from the truth, and the Board 
should be well placed to advise clients regarding the areas 
of business in which a computer can-help. If possible, every 
willing client should have the facilities for being instructed 


` in ‘what a computer can and cannot do. It is then but a 


step to applying this knowledge to his own business. 
The Board might well in time be able to offer its own 


- ; computer bureau service, on which clients could hire time. 


Certainly from the start it should be able to organize out- 
side. bureau help, Once the client is convinced, he will 


: never want to ‘dispense ue computer aid. 


Management consultant services 


Reference has already been madè to the desirability of 


employing existing aids. This applies particularly in the 
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field of management consultancy, where specialist advice is 
now available in every field of business, including the 
important and fast-developing field of telecommunications. 

It is not suggested that the Board should in any way try 
and compete; rather it should be so placed that it can 
identify and formulate a problem professionally, whence a 
field expert can take the matter forward. The Board should 
certainly know the source of the best advice in a particular 
field and this information is now available. 


Conclusion 


There is a great demand ‘for a fully-integrated scheme for 
development available to clients at present doing business 
in a small way, but whose businesses are growing. 

This demand can best be satisfied by knitting together 
the various individual fields involved: so that co-ordinated ` 
expert help can be given; in other words by a Small 
Business Development Board. 





An Executive's Guide to 
Computer Concepts 


by James Monsma and KENNETH POWELL. 
Pitman, £ 1-80. i SS 


The busy executive who feels. that, for one reason or another, 
he must gain some understanding ‘of the computer, has today 
a wide choice of-introductory books. This addition to the list is 
nevertheless welcome in that it adopts a simple, straightforward 
approach. to the central problem of how data is manipulated in 
any data processing system, without getting involved in any 
unnecessary detail or jargon. 

The first chapter contains a brief summary of the development 
of computing techniques and how the computer contributes to 
changes in the business environment. ‘The remaining chapters, 
with the exception of the last one which examines future de- 
velopments, are designed to provide an understanding. of the 
character of the computer and how it runs.a program, together 
with the construction of programs and symbolic and problem- ` 
oriented languages, through to applications and simulation. 

The strength of the book lies in the method adopted to get the 
basic concepts over to the reader. There are no detailed des- 
criptions of hardware or programming. Instead the authors put 
the reader into the shoes of the computer and invite him to 
follow through on a rough jotting pad the series of instructions 
and procedures for the solution of a simple addition and sub- 
traction problem. The storage locations and contents, basic 
registers, and instructions are set out, and the reader, through 
following each step in the program, quickly becomes aware of 
the functions of operating codes and addresses and how the 
problem must be structured for solution by a computer. 

Using two other problems dealing respectively with the 
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growth in value of a sum of money over time and the trajectory 
of a bouncing ball, the book then proceeds to put over the basis 
and function of the program and the use of symbols and 
languages for program building. Again the stages in develop- 
ment of, and the relatioriship between, business oriented lan- 
guages and machine language are.clearly brought out. Finally, 
the reader is invited to work through a simple stock record 
problem. In all the problems the wider use of the computational 
techniques adopted are outlined. 

This is a first-class book for anyone learning about computers. 
Even where the reader has some knowledge of the subject the 
clarity and simplicity of this book may clear up many difficulties 
and problems. 


The Art of Investment 
Third edition, by A. G. ELLINGER. 
Bowes & Bowes, £5. 


Mr Ellinger wrote this book to explain the methods of the 
‘chartists’ to the beginner in the investment field, and, therefore, 
planned it deliberately from its inception as a book in which to 
avoid highly technical jargon. To a great extent he has suc- 
ceeded in this. If he has not completely done so, it is because the 
subject of ‘security charts’ is by its very nature a technical one. 
However, his humility is such that in the preface of this revised 
and up-dated version he admits that he has gone on learning a 
very great deal since the date of the first edition. 

One can disagree with the theory of charts ‘as a principle or 
one can argue about their interpretation. What one cannot argue 
against is the sincerity or open-mindedness of the author, and 
this is a book to be commended as much for its fairness as its 
vast amount of informative explanations and the numerous 
illustrations and case-studies examined by Mr Ellinger. 

No one should underestimate the degree of hard work 
necessary to use this method of investment practice: if it is 
undertaken it must be as a complete exercise. Yet for the serious 
reader one can only commend it as a readable, fair and pains- 
taking study. 


The Company Director: 

His Functions, Powers and Duties 
Fourth edition, by ALFRED READ. 

Jordan, £2-10. 


It was clearly necessary, if this book was to continue to fulfil its 
purpose, for a new edition to be produced following the changes 
affecting directors’ obligations under the Companies Act 1967. 
With the assistance of Mr A. T. Purse, barrister, the author has 
revised the text and taken the opportunity to add references to 
the City Code on Take-overs and Mergers. 

The book was in fact first published under the authority of 
the Institute of Directors in 1953, and the present edition is as 
concise and helpful for quick reference as before. Also, it is 
as effective as a.statement of the proper functions of directors 
as one is likely to find in a short book of its kind. Naturally, 
perhaps, one does not get quite the depth of treatment that 
might be needed for some items such as defective appointment 
or acting so as to commit a fraud upon creditors, but particular 
cases need particular advice on the facts. In general, the 
coverage is full enough for practical purposes, and entirely 
readable as an introduction or outline to a director of his proper 
position. 

It is very refreshing to see Mr Read pointing out that the 
primary function of a director is to direct; this is all too often 
forgotten. Every newly-appointed director should have access 


to a book such as this, and its continued success can be in no 
doubt. 
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Law and Procedure of the Stock Exchange 
by G. Cooper, LL.B., and R. J. CRIDLAN. 
Butterworth, £4:20. 


As is pointed out in the preface to this book, there has been.no 
comprehensive book on this subject since 1914, and as a result 
those who wish to study the subject have had to have recourse 
ta a selection of works in-order to cover all the aspects. This has 
been particularly difficult for those studying Stock Exchange 
practice, and since the non-appearance of Schwabe and 
Branson’s Treatise on the law of the Stock Exchange one has 
peasant recollections of books like Lombard Street which went 
some way to fill the gap. 

Now the present authors have undertaken to make their task 
that of providing as full a study as possible of the whole field, and 
the chapters cover such topics as the constitution and member- 
ship of the London Stock Exchange, granting of quotations, 
floor procedure, dealings, the mechanics of delivery and 
settlement, transfers and commissions. There is a chapter on 
relations with other stock exchanges, and one on exchange 
control. 

Frequent references are annotated to the Rules of the London 
Stock Exchange, to various Acts of Parliament relevant to the 
subject and to the rules of the Take-over Panel. 

For 280 pages the book is not in the cheap category. It is, 


- however, unique and if students are deterred by the price they 


stould borrow it somehow. Auditors with clients in the new 
issues or stockbroking world should certainly put it on their 
shopping lists, if only for the instruction of their articled clerks. 
One is certain that they will use it themselves. 

The referencing and layout follow the clear system used in 
most books from this publisher’s stable. One criticism ~ perhaps 
small — is that more could have been said with advantage about 
the unit trust and property bond fields of investment. 


The Worid’s Money: How it Works 
by WILLIAM M. CLARKE and GEORGE PULAY. 
Allen & Unwin, £2-25. 


Jus guide to the world of international finance is designed 
for the layman who wants to understand what is going on in this 
day and age in the financial centres of the world, and why so 
much attention is devoted by governments to these matters. Its 
readability is ensured by the two authors who have been City 
Editors of The Times. The level of exposition is such that the 
bcok can be read by anyone from sixth-formers interested in 
current affairs, to the student of finance, and even the ordinary 
banker interested in obtaining a wider view of what goes on in his 
name. Certainly the headlines of the City pages on international 
finance will be more comprehensible after reading this book. 


RECENT PUBLICATIONS 


INTERNAL AUDIT IN LOCAL AUTHORITIES AND HOSPITALS, by 
W. L. Abernethy, A.S.A.A., F.I.M.T.A. Third edition revised 
by D. R. Davies, A.I.M.T.A., D.P.A. xli +413 pp. 9X6. 
Shaw, £4°25, paperback {2-25. ` 

STUDY BY CORRESPONDENCE, by Ron Glatter and E. G. Wedell 
with W. J. A. Harris and S. Subramanian. xvi-+361 pp. 
84 x 54. Longman, £5. 

THE Stock Excuancr, by H. D. Berman, sixth edition 
edited by K. R. Pinker. x +208 pp. 84x 53. Pitman, £3; 
paperback Arte, 

COMPREHENSIVE ASPECTS OF TAXATION, 30th edition, by R. 
Glvnne Williams, F.C.A., F.T.1.1., revised by B. Mendes, 
B.SC.(ECON.), A.C.A. 530 pp. 84x 54. Cassell, £2-50. 


‘These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, rer Strand, London 
WCa2R JJ 
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Consulting Other Firms for 


Specialist Advice 


The Need and the Relationship 


by LAWRENCE S. FENTON, F.C.A. 


The laws with which a general practitioner has to contend in providing services to his 
clients have proliferated apace in recent years. Not only have these laws increased in 
number, but they have grown increasingly complex, becoming almost unintelligible to the 
layman, and indeed, to the general practitioner, unless the fatter is prepared to devote 

a substantial amount of his time to their study and analysis. And time is that commodity 


which the general practitioner most lacks. 


Recent legislation affecting the accountant and his service to his client has encompassed 
company law, estate duty and taxation; the latter introducing, modifying or repealing such 


corporation tax, and the betterment levy. 


HILE business has become more complex, and the 

needs of management for up-to-the-minute informa- 
tion on which to base executive decisions have become 
more and more demanding, so the supply of adequate 
clerical or accounting labour has not matched up to the 
demand. Add to this factor the rapidly escalating costs of 
labour, and it is easy to see why more and more businesses 
are turning to mechanization of their accounting and other 
records as a step towards the solution of their problems. 
Coupled with these developments, there has been an ex- 
plosion in technological achievements so that every few 


- months there appears to be a new breakthrough, entailing 


the introduction of more efficient machines. 
The accountant comes into contact with these machines 


in the course of his service to his clients in: 


(a) an advisory capacity; and 
(b) in the carrying out of his function as an auditor. 


He must thus have, or have available to him, a detailed 
knowledge of machines ranging from add-listing machines, 
through mechanical and electronic calculators, keyboard 
accounting machines, visible record computers, punched 
card computers, to magnetic tape or disc computers. 

We seem rapidly moving towards the era of cheap 
computer-based systems available to all, and the accountant 
must be in a position to understand, compare and advise, 
and to see that the design of any system incorporates the 
fundamentals of sound internal control. He must also be 


able to design his audit programme so as to take into ac- 


count the idiosyncrasies of the different types of machines, 
and the new audit techniques becoming available for this 
purpose. 


Modern management techniques 


. There have arisen many techniques available te manage- 


ment, of which the accountant should be aware, and be 


. The substance of a paper presented to the London and District 


Society of Chartered Accountants’ recent course on “The sole 


. practitioner and the smaller firm’. The author is a partner in Stoy, 


Hayward & Co, Chartered Accountants. 


- subjects as capital gains tax (both short- and long-term), selective employment tax, 


prepared to recommend introduction if suitable. 

These techniques include: discounted cash flow; critical. 
path analysis; marginal costing; queuing theory; mathe- 
matical forecasting; cybernetics; decision theory; game 
theory. 

Allied to the growth of modern businesses, with their 
increasing need for a continual supply of trained ac- 
countants to work within such organizations as an integral 
part of the management team, there has been an un- 
precedented demand upon the services of the accountants 
remaining in public practice. 

The stringencies of the Companies Acts and the com- 
plexities of the Income Tax Acts mean that every person 
of any substance and every undertaking has the need of the 
services of the professional accountant. 


Growth in demand 


I think it fair to sav that, because of these considerations, 
accountants in public’ practice have become under-staffed 
and over-worked, and on no other body of persons has this 
work load borne more hardly than on sole practitioners and 
the smaller firm. 

Not only have they to carry out their traditional tasks of 
preparing accounts and auditing; advising on taxation and 
estate duty; acting as receivers, executors, trustees, liquida- 
tors and general advisers, but in addition they must be 
prepared to advise on and assist in the implementation of 
company strategy, company structure, organizational 
structure, method and work study, costing systems, 
mechanization, computerization, and a properly-designed 
system of management information; to advise on the type of 
finance required and to assist in obtaining such finance, and 
in the introduction of privately-owned businesses to a 
public quotation. 

If we ally to a shortage of staff a tremendous increase in 
the volume of business, and the rapidly changing legislative 
and technological scenes, it is easy to understand why a 
need has arisen for the introduction of specialists into the 
accounting area. This is not to decry the general practi- 
tioner, nor to insinuate that he is not as good as his pre- 
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decessors nor to imply that the general practitioner should 
not have a general knowledge of all such skills; rather that 
the demands on his time are such as to prevent his accumu- 
lating detailed knowledge of them, or to be able to spare the 
weeks or months which detailed investigation or imple- 
mentation might require. 

The job of the general practitioner and the way he can 
best serve his client is to diagnose the need for specialist 
` skills, and then to recommend the calling-in of the appro- 
priate specialist. 


Specialist departments and firms 


As the need for specialists arose, so the larger and some 
smaller firms developed separate departments within their 
organizations where highly-paid and trained personnel 
could devote all of their time to their chosen fields, and 
carry out research and development work for the advantage 
of their own firm and of the accountancy profession as a 
whole. 
Examples of such specialist departments are: 


, Taxation; 
Insolvency; 
Computer audits; 
Financial investigations; 
Management consultancy. 


Within these departments further specialization has also 
taken place, so that the firm as a whole should always be 
in a position to be able to provide expert advice on any 
new developments without disturbing. the day-to-day 
routine work which provides the bread and butter of an 
accountant’s practice. 

Apart from a specialist department within the framework 
of a single general practice, specialization has developed in 
other ways: 


A separate specialist practice, formed by the joining 
together of several firms into one consortium, thus pooling 
their resources, in terms both of skilled labour and of 
prospective clients. 


The formation of separate limited or unlimited com- 
panies to provide management consultancy services, 
either by accountants alone, or in association with members 
of other disciplines. 

The setting up by an individual, who has divorced 
himself from general practice, of a consultancy service. 

The establishment of organizations, not accountancy 
based, who provide specialized services which may or may 
not include accountancy. 

The development of specialists in other professions, 
whose subjects impinge upon the professional account- 
ant’s work, e.g., tax counsel. 


Taxation 


I have already referred to the complexity of recent legis- 
lation and to the rapidity with which such legislation is 
passed, amended and superseded. As an indication of the 
sheer volume of reading matter involved, from 1965 to 
1970 the Finance, Income Tax, Capital Allowances, Land 
Commission and Industrial Developments Acts contained 
1,126 sections in 1,500 pages, with 1,577 main paragraphs 
contained in 148 schedules. No less than 1,000 sections 
were repealed in this period. 

Obviously all practising accountants must keep them- 
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selves abreast of current legislation, but to obtain a de- 
tailed insight into the individual sections requires a degree 
of application and time which very few general practi- 
tioners with the pressing needs of their other commitments 
cen afford. Thus taxation departments have grown up in 
accountancy practices, with further sub-divisions into 
personal taxation, company taxation, estate duty, and 
foreign taxation, and with partners or managers who by dint 
of concentration upon their more limited sphere of opera- 
tions have become experts in their field. 

An example of a case which requires expert advice is a 
reorganization of an individual’s affairs for the protection 
of his estate and dependants. This might involve consider- 
ation of inter-family gifts, transfers of shareholdings and 
assets in family companies etc., and in the maze of tax 
legislation it is extremely important for the expert to have 
considered not just 99 per cent of the possible effects, but 
tke final 1 per cent as well. This 1 per cent can seem 
terribly important to the client if he finally loses money 
because it was overlooked. 

Where the general practitioner comes up against a special 
tax problem, such as his client’s overseas activity, specialist 
advice may be necessary. 

Another field which might conceivably be referred by a 
general practitioner to a specialist tax department (with the 
Cent e approval, ot course) would be ‘back duty’ cases, 
those investigations which might well turn out to be long- 
drawn-out and involving a considerable amount of research. 

The nature of the advice received depends upon both 
the problem, and indeed the specialist himself, but the 
general practitioner, with his more intimate knowledge of 
the client and his affairs, can bring a philosophical examina- 
tion to bear on the cold logic of the specialist’ s answer. For 
example, advice to a client to ‘emigrate’ should be tempered 
bv seeing that the client is made fully aware of all the 
implications in so far as his general manner of life is con- 
cerned. After all, he only has one life. 


Insolvency 


The theoretical ability of the sole or smaller practitioner 
te deal with bankruptcy or liquidation cases, or to act as 
receiver, is not in doubt, although the constant changes in 
statute, and more particularly, case law, offer pitfalls to the 
unwary. The considerable problems arising in this field, 
such as the initial and continuing demands upon time, the 
long-drawn-out nature of the work, the need for experienced 
staff, the difficulties in the collecting and realization of 
assets, and not least the ability to handle aggrieved creditors 
in difficult situations, has led to the formation of specialist 
insolvency departments within a number of medium and 
larger-sized professional firms, and some ‘pure insolvency 
practices, which have built up a tremendous amount of 
experience in this field. 

The small practitioner should not feel that he is deserting 
his client by taking him to see a specialist in insolvency. 
On the contrary, he will be doing him the greatest service 
by putting him in touch with somebody who spends his life 
dealing with companies and individuals who find themselves 
in financial trouble where there is little hope of salvation 
from a bank, finance house, or other medium. 

These specialists have the ability to recognize a potential 
or actual insolvent situation as a matter of instinct based 
upon experience, and they are able to recommend the most 
suitable way out of a client’s difficulty, be it a creditors’ 
or members’ voluntary or compulsory liquidation, a com- 
position with the creditors, or even advise that other steps 
such as a properly conducted moratorium might avoid a 
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liquidation. Likewise from experience, , dee can ten 


decide whether or not it would be advisable to carry on a 
client’s business, and are able to supply the necessary staff 
to supervise this if necessary, something that the solé or 
smaller practitioner would find it very difficult to do. ` 
They are able to decide whether sale by tendér, private 
treaty or auction is desirable, and: whether the business 
should. be sold in parts or as a going concern. Fromi-the 
nature of their work, they are in constant contact with 
auctioneers, estate agents, solicitors and others, and this 
will enable them to'realize the assets more economically and 


| speedily ¢ than might otherwise be possible. 


-` Computer audits 


There are five main reasons why specialist knowledge is: 


required in approaching computer audits. ‘These are- 


_ (1) Before the auditor. is able to determine the Hepi 
necessary to the performance of his audit, he must 
establish whether proper safeguards exist in the 
/ way that the computer department functions. 


(2) In devising the audit programme the auditor must also 

> satisfy himself as to the adequacy or otherwise of the 

controls and checks built into each individual appli- 

cation, and decidé those- parts of the system -which 

` must be checked during the audit. This requires a 

knowledge of what might go wrong in a computer 

_ system in respect of clerical, data. preparation and pro- 
cessing routines. 


( 3) If an auditor encounters something wrong in the course 
of the audit he may not be well equipped, without con- 
siderable computer knowledge, to' decide whether the 
right steps have been taken to correct the error and to 

- arrive at the correct end product. 


(4) There is growing attention being’ paid to the possibili- 
- ties of using the computer as a tool i in auditing. 


(5) ‘Moral check’ i is still important, and the effect on moral 


check of unskilled staff approaching the data" pro-’ 


cessing department to find out what the system is and 
what controls there are could be serious. In particular 
the organizational controls, file library routines, 
documentation. standards and discussions on -what 
- could go wrong during processing might serve only to 
` reveal to. the data processing staff the extent of the 
Ke of the auditors. i 


Where the humber and size of clients in any. ient 


with, or about to install computers justifies it, a separate . 


computer auditing department is advisable. This depart- 
ment might range from one man in a general consultancy 
division to a separate sectiori in a very largé firm with 
numerous computer clients. A firm with only a:few com- 
puter clients will find that it requires the specialist services 
very largely pre-installation and in the first audit -after 
installation; thereafter the “demand on the computer 


specialist will fall substantially. ` 


' The specialist section should not be employed to conduct 


. the full audit of the computer client. This is the function of 
. the main auditing department. If this need for a specialist 
_computer auditing service is accepted, it will have to work 


on the basis that the ‘main-line’ auditor will call on the 


` specialist department for its services on the basis of co- 
‘operation between auditor and specialist. This will be on- 


three basic occasions: 


(i) at an éarly stage prior to installation of ie meee or 
the. implementation of a new system, when the auditor 
is asked what features he would like to. see in the 


ze 


EHS from Bia point of view and what suggestions 
he can make as to improvements from the company’ s 
point of view; 


OD as a preliminary t to carrying out the first post-imple- 
_mentation audit, in order to examine internal check 
‘and devise a. suitable audit programme; 


Gi) as and when the need arises, in examining situations 
which arise during the course of an audit. , 


The offering of. the services of a specialist computer 
auditing services department in one professional firm to 
others requiring those services should be offered on a 
consultancy basis, that of advising the auditors. There 
should be no direct’ relationship between. the specialist 


Service and the auditor’s’ clients. The specialist service 


would not and should not accept responsibility for the audit 
itself in any sense, although of course it would be res- 
ponsible to the auditors for the quality of its advice. 


Financial investigations 


Occasions arise when investigations of a financial nature are 


required into the affairs of a‘client, or on the client’s - 


behalf. ‘These investigations might be time-consuming, 
entailing detailed research into current and historic 
records, and usually have to be performed as quickly as 
possible after receipt of the client’s instructions to act. 
Some professional firms have set up specialist departments 
to cater for these investigations, and their members have 
developed a special expertise in ‘this field. 


Where the results of an investigation have to be published . 
over the reporting accountant’s name, it is not desirable for ` 
a specialist department to carry out. the work on a sub- 


contract basis for another professional firm. In these cases 


. the specialist department may well offer its’ advice. to 


the other firm on how to proceed. Alternatively, with the 
permission of the other. firm’s clients, it could act as the 


reporting. accountants, under its own name. In most other ` 
cases, the specialist firm could act as ddvisers to, or report 


direct to, the client’s own accountants.. 
Profit and cash forecasts, have, of course, to be prepared 


for both public issues-and acquisitions or mergers, but they ` 


are also required for internal management purposes, or. for 
presentation to-thè client’s bankers or for receivers, or 
for acquisitions that havé gone wrong, and in these cases the 


financial investigations department would be prepared to. 


act on a consultancy basis, and to report either direct to the 
client or to his auditor. It is desirable, however, that in 
every case where consultants are actually involved in the 
work, the client should be made aware of the fact that con- 
sultants are acting. 

Over the years a financial investigations department will 
build up expertise and knowledge which-enables it to assess 
quickly the best way to deal with the financial future of any 
particular company being investigated, e.g., whether to float 
it; sell it to a public company, merge it with another 


comparable or compatible business. or to acquire one, or ` 


whether a receivership or liquidation is desirable. 
It is equipped, by experience, to assess any particular 
client, and to‘ advise on the particular type of broker, 


issuing house or merchant bank that would be appropriate. 


for the client. From this fund of experience and other 
sources, it is able to prepare inter-firm statistics with which 
a client can compare his profitability and efficiency. In 
effect, it acts as a ‘mini’ Merchant Bank, in that it is well 
equipped to advise its own clients on the matters referred to 
above, and it can equally make this expertise available to 
sole.and smaller practitioners on a consultancy basis. 
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Management consultancy ` 


There are many occasions when the directors of client 
companies feel the need. for expert advice on their cor- 
porate or organization structure, or on the systems and 
methods that they employ. Alternatively, their professional 
advisers may diagnose trouble in these areas, and recom- 
ment that a close and detailed study be made with a view to 


effecting improvements, and to increasing efficiency and 


profitability. It can fairly be said that any business or 
organization must benefit by a long hard look at. its ad- 
ministration and methods by an outside, independent party, 


for over the course of years’ systems proliferate, and those. 


installed to meet a specific need sometimes remain long 
after the need has passed. 


Old-established businessés may have lost their drive and 
become bogged down by custom. An examination of present 
and long-term company policy may be necessary. Manage- 
ment may be proving inefficient, or allocation of responsi- 
bility to executives may be difficult, if not impossible 
because lines of reporting and responsibility have become 
blurred. A revision of the organizational or management 
structure may be required, and a system of budgetary 
control or management by objectives introduced. 


Financial reporting may be either non-existent, in- 
accurate or be received too late to be of use. A properly 
designed management accounting system may have to be 


‘installed. The gross profit percentage obtained by the 


monthly management accounts may bear no relationship to 
that shown in the costings, and the net profit disclosed by 
the monthly management accounts bears none whatsoever 
to that shown by the yearly audited financial accounts. What 
may be required is-a revised method of costing, and an 
integrated form-of costing and financial accounts. 


, All these problems involve close and detailed study. 
Experience, of comparable businesses, detailed knowledge 
of costing methods, up-to-date information of the differing 
types of machines or computers,.cannot easily be acquired 
by the busy sole practitioner. In a great many cases, the 
investigating firm may be asked to assist in the installation 
of the recommended systems, extending over many months. 


To deal with the sort of problems detailed above, we call 
in specialists generically called ‘management consultants’. 
These consultants may themselves be of several different 
disciplines, and have accumulated specialist knowledge in 
certain fields, such as engineering, accountancy, data 
processing, marketing, or human relations. They may be 
a division of an accounting firm, or be a separate firm or 
company formed to represent a consortium of accountancy 
firms, or be completely independent of any association with 
professional firms. The merging of experts in different 
disciplines into one consultancy gives a collective depth 
of experience which makes the contribution of the individual 
consultant in advising the client so valuable. | 


In some respects: the work.of:this-départment may over- : 
lap with the work undertaken by the financial investigation | 


department, but usually the latter department is called in 
for urgent one-off operations, where figures are required to 
meet specific deadlines, for the purposes of a public issue, or 


business acquisition, while a detailed survey of present 


operation, and long-term future planning might be within 
the province of the management consultant. 


The work carried out by the management consulting 
division of a professional firm is available to the other 
departménts of that firm, and can be equally available on a 
consultancy basis to the sole practitioner or smaller firm, and 
their clients. 
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Professional ethics — 


The word ‘ethics’ is defined by the Oxford Dictionary as. 


‘moral principles’ and if we regard a ‘profession as an 
honourable association it is clear that ‘professional ethics’ 


must imply the highest moral code of conduct in respect of ` 


professional activities. This must be the ‘guiding principle 
in the relationship between practising accountants, and 
between the general practitioner and the specialist. 

The Council of The Institute of Chartered Accountants 
in England and Wales recognized the growing need for 
specialization, and issued a statement on professional con- 
duct in 1968 entitled “The Development of Consultancy in 
the Profession and the Ethical Problems Involved’. (The 
Accountant, June 15th, 1968). A further statement on 
professional conduct entitled ‘Management Consultancy’ 
(The Accountant, November 27th, 1969) contained the 
following paragraph; ` i E? 

‘The function of the eccountancy profession is to make 
available to the public the best possible professional and 
technical advice and services. In this respect the client’s 
interests are paramount. The chartered accountant in 
public practice should be able to obtain for his client-the 
best advice available from within the profession if he does 
not have the specialized knowledge and experience to 
enable him to undertake some particular assignment. He 
should be able to do this without fear of thereby losing to 
the consultant, or to a firm associated with the consultant, 
the. audit or other services already provided.’ 
Under the English Institute’s rules,.a! consultant has a 

prior' duty to cormmmunicate with the! clients general 
practitioner, and not to attract or solicit general work from 
a consulting client.. The onus is on the consultants to 
satisfy the Institute that they have not been instrumental in 
attracting work from an existing accountant. l 

- Fee-splitting is only permissible, other than with the 
client’s consent, between a member in practice and a public 


accountant or a person employed by the member in prac- . 


tice. It is prohibited in any event as far as liquidators are 
concerned. . | i 


The interests of the general practitioner are fairly well 


safeguarded by the Institute, but the foremost protection 
Gust be the high ethical standards observed by members. I 
know of several consultants who preface all their interviews 
with new clients introduced.by other practitioners with a 
categorical assurance that under. no circumstances will they 
accept work of a nature which is normally carried out by 
the client’s general practitioner, even if it is offered to them. 


For purely advisory work to practitioners, the specialist 


might expect a fee from the general practitioner consulting 
him, which the latter may or may not pass on to his client. 


t 


Remuneration 


A fee is not always charged, as the specialist is often willing ) 


to.promote his own goodwill by not doing so. 

Consultants will render their accounts for fees and ex- 
penses incurred on a client’s work either direct to the client, 
or by arrangement to his general practitioner. Fees are 
usually based upon an hourly rate, which will vary according 
to the standing and experience of the consultant or his staff 
engaged upon the work, and may be weighted by the 
complexity and degree of responsibility involved. 

Where insolvency cases are undertaken by specialists in 
that field, then a preliminary fee may be required, but 
generally fees are based on the normal percentages of assets 
realized and distributed, although due regard is obviously 
given to the costed time spent at the normal charging rates. 

In the case of financial investigations, or management 
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consultancy assignments, it is preferable to allow the 
consultants to make a preliminary survey of the require- 
ments, in order that the cost may be estimated, together 
with dates for the completion of the investigation and 


submission of the final report. These estimates should be 


agreed with the client, and both the acceptance of the fee 


‘and detailed specifications: of the job undertaken should -be 


confirmed in writing to him. In this way ‘open-ended’ 
assignments can be avoided, as will the client’s shock at the 
eventual size of the bill, or disappointment if the report is 
not a universal panacea. 

The general practitioner can charge for his time in sub- 
mitting details of the case to the consultant, for attending 
thé consultant either together with his client or alone, for 


_assisting the consultant in the course of an investigation, 


and for considering the consultant’s report and, discussing 
(and perhaps interpreting) the same with his- client. 


. If the consultant renders his fee account to the general 
practitioner, then the latter can incorporate it with his own 


in one total account to be submitted to the client. 


How to find specialists 
This is a very difficult question to answer. As in the medical 


-profession, general practitioners are aware of the acknowl- 


edged experts in various fields, and will have their own 
preferences and dislikes. 

It is, of course, possible to refer to bodies such as the 
Management Consultants Association, the British Computer 
Society, the. Production Engineering Research Association 
and the Institute of Work Study Practitioners, but no doubt 
such. bodies are in some respects ‘closed shops’ and many 
experienced and qualified consultants are outside their 
ranks. In general, most of the larger sized accounting firms 
have specialist departments which would be very willing 
to act on a consultancy basis for general BESSE and 
their clients. 

The best way to find specialists is, of course, by perona 


recommendation, and attendance at local courses such- 


as this will bring practitioners into contact with specialists 
and others with whom they can establish a personal as well 
as a professional, relationship. Perhaps in the fullness of 
time we may see a register maintained by the Institute of 
firms or individuals willing to act as consultants in par- 


_ ticular fields, giving details Gi their facilities and particular 
expertise. : 


“ 


The smaller practitioner and his client 


`- It may seem from what I have said that there is very little 


left for the smaller practitioner to do. Nothing can be 
further from the truth. 

-Firstly, there will always be clients of a size which would 
be uneconomic for a larger-sized firm to handle. Secondly, 


` the smaller practitioner, by the very nature of his practice, 


will usually have a far wider experience than the partner 


in a larger firm divided into specialist departments: can - 


possibly have. He may deal, in the course of one day, with 


audits, insolvency, management, estate duty, tax, receiver- 
- ships and the hundred and one other items that go to make 


up the ordinary day’s work of a small practitioner.. This is 
what makes the smaller practice so rewarding in job 
satisfaction, and, of course, what gives the small practitioner 
so many headaches. 

Because of his judgement, and his wide experience, the 
smaller practitioner should be able to diagnose just.when a 
specialist SE to be called in. This means that the general 


‘study engineers; 
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practitioner must not shut his eyes to any new developments 
in the profession. On the contrary, the obligation to keep 
up to date with modern trends, by way of reading the 
professional press and attendance at seminars such as this 
is even greater if he is to diagnose correctly. 7 
Just as a medical GP may be a friend and adviser to he A 
family, and will not shrink from calling in a specialist for a ` 
second opinion, or will refer the patient to hospital for’ 
services which he cannot provide in his consulting room,- 
and as the family solicitor will not hesitate to obtain 
‘counsel’s opinion’ in difficult cases, so the smaller practi- 
tioner in accountancy should not hesitate to consult a 
specialist when he considers it necessary. The client will 
respect him more for this than if he tries to muddle on by 


_ himself and is unable to devote the necessary time to study- 


ing the problem in depth or obtaining the information 
necessary for a true understanding of the problem. And, 
from my experience, the client does not become any less 
attached to the smaller practitioner as a result of consulting a 
specialist; rather the opposite, as his confidence is enhanced 
that his adviser will take whatever steps he considers 
necessary to protect the client’s interests. 

The benefits to the client are self-evident. He may have 
access to the best brains in certain fields in the country 
whenever necessary, and still retain his personal adviser, 
with the latter’s intimate knowledge of his affairs. Lastly, 
as a help to the overburdened sole and smaller practitioner, 
the access to professional colleagues expert in their chosen 
fields, for a second opinion or the acceptance by them of 


, protracted and time-consuming EE must prove 


invaluable. 


Future developments 


In view of the pace of technological progress, and the. 
social and economic changes which are inherent in any 
society, and which must increase if we go into the Common 
Market, I certainly cannot see the need for specialists 
diminishing. 

I see the smaller businesses of the future with terminals in 
their offices connecting them to extremely powerful central 
computers, thus bringing the tremendous speed, storage 


_capacity, analytical ability and control techniques now only 


available to the very large concerns, within reach of all. 
The general practitioner will need a specialist.to weigh. the 
arguments of the computer super-salesmen, to design the ` 
best system for his client, and have a watching brief’ over 
installation. ` 

I see the pania departments of the larger firms 
widening to include within their ambit many different 
disciplines, so that they may provide a comprehensive 
service to management, encompassing designers and 
marketing men; advertising and packaging consultants; 
mathematicians, economists, statisticians and specialists in 
warehousing, distribution and sales; production and work 
accountants; lawyers and experts in 
corporate strategy, insolvency, taxation and estate duty; 
computer programmers and systems analysts; specialists in 
accounting machines and filing systems; psychologists and 
experts in human relations. 

These specialist departments might spin-off into separate 
corporate organizations, so that members of all disciplines 
can participate fully in direction and ownership. 

And this is, to some extent, already happening. Providing 
the general practitioner is not afraid to use the specialist 
services at his disposal, these vast.resources of expertise in 
many fields will become available to him and his client, to 
the mutual advantage of all. 
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English Calico Rejects Institute’s 


Recommendation 


NGLISH CALICO’s accounts from which this week’s 

reprint comes provide an example of resistance to the 
English Institute’s recommendation on the accounting treat- 
ment of the consolidation of results of associated companies. 
English Calico’s chairman, Mr G. N. Butterworth, at a City 
conference held when the accounts were issued made no bones 
about not agreeing with the recommendation, and said quite 
plainly that the company will hold out against complying with 
it as long as possible. 

There are plenty of other company chairmen and company 
administrators who share the English Calico view. Note 8 to 
the accounts indicates the way English Calico prefer to deal 
with the matter — by showing the group’s proportion of annual 
profits of associated companies at {556,000 as against dividends 
of £192,000 included in the group accounts. 

The situation is also explained in a special statement in the 
report headed ‘Accounting bases adopted’ (included in our 
reprint). A paragraph on the Directors’ Report, incidentally, 
directs the reader to this statement with the comment that the 
bases ‘have been defined in order to clarify presentation’. This 
is a useful feature and puts the entire accounting basis plainly 
and in one place so that the reader does not have to refer to 
profit and loss account or balance sheet notes, or the directors’ 
report to gather the information piecemeal. 


Associated companies 


There is, in fact, nothing exceptional about the bases adopted 
apart from the point made on associated companies. ‘Dividends 
are included in trading profit but the group’s share of their 
retained profits is not taken up. To do so would be misleading 
at this time since such profits are not readily available to the 
group.’ The investments are shown in the accounts at cost less 
amounts written off, but the board’s valuation is included in 
Note 8. 

English Calico’s principal investments in associated companies 
are preponderantly abroad — in Holland, Ireland, India, Uganda, 
Nigeria and the Congo. But there are also major overseas 
subsidiaries, the most important being The American Thread 
Co. The extent of the group’s overseas interests may be gathered 
from the point that of group end-year stocks of £42 million, 
the overseas stock element approached £20 million. 

Stocks are valued at the lowest of cost, net realizable value 
or market replacement value, although for the American 
Thread Co cost is determined partly on the ‘last in, first out’ 
method which is substantially lower than the market replacement 
value. 

In a group where considerable international reorganization 
has taken place, and is still going on to some extent, asset 
valuations are of some importance. 


Asset values 


Properties awaiting disposal, the report states, are in general 
included at estimated realizable value with surpluses or amounts 
written off transferred to reserves. Investment and other grants 
are deducted from cost of fixed assets. Depreciation is calculated 
on a straight-line basis by reference to cost less grants, and to 
the expected useful lives of the assets concerned. 


Lzaseholds are being amortized over the remaining terms of 
the leases. No depreciation is provided in respect of freehold 
land where the value is separately ascertainable, or on frechold 
shop premises. For revalued assets, depreciation is subsequently 
calculated by reference to the revised values of the assets 
concerned. 

Curing the year, £6,009,000 net of grants was invested in 
fixed assets and the depreciation provision was £4,146,000. 
Cer-ain retail properties and the group head offices are included 
in the accounts at a directors’ valuation after taking advice 
frora external valuers. Some property, plant and equipment 
was sold or written down under the rationalization scheme, and 
the. total effect is to reduce reserves by £759,000 in respect of 
fixe assets. 

The boardroom view is that in aggregate the market value of 
lanc and buildings, assuming the continuance of their present 
usage, is not significantly different from the balance sheet value. 


Trede names 


English Calico is best known through its trade names such as 
‘Syko’ in thread, ‘Calpreta’ in printed cotton and mixture 
fabrics, “Tootal in fashion fabrics, and ‘Osman’ in household 
fabrics. ‘Rael-Brook’ is another well-known group name, so is 
‘Py-amid’. 

There are interests in department stores (the Hide Group) 
in women’s fashion shops (Van Allan), and in menswear shops 
(Herry Fenton). Interests extend into paper through Yates 
Duxbury & Sons, and in printing and packaging through 
Litropak Ltd. 

The group is also in the weft and warp knitting spheres, and 
like any other yarn and fabric organization has to keep abreast 
of changing fashions and changing methods. At the same time 
the-e has to be continuing rationalizing and streamlining, 
parzicularly on the retail side of the organization, and all this 
effcrt is needed to make good the run down of Terylene royalty 
income which boosted earnings for a number of years but which 
is row negligible. | 

he analysis of sales and profits taken from the directors’ 
report shows that royalty income was down to {200,000 last 
year, and that the return on the retail side of the group needs 
to be considerably increased in order to be acceptable. Mr 
Bu-terworth says that the current year began reasonably well 
but has since slowed down, and under present inflationary 
corditions the board is ‘very conscious of the extra investment 
required even to finance the same volume of business’. Inflation 
of =o per cent puts £4 million on stocks for a start, he points out. 


Lend Sale Profits 


IFFICULTIES in defining the profits attributable to 

sales of mineral bearing lands have prompted the Ready 
M-xed Concrete company to group all profits from sales of 
praperties within a single classification and to show them under 
the heading ‘Profit on disposals of properties’ in the profit and 
loss account. In the 1970 accounts the figure involved is 
£877,818 and the comparative figure has been altered to 
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£529,145. Difficulties can arise, for.example, in the part 
sale of properties where non-mineral bearing and mineral 
bearing land were originally purchased together as one unit 
or where buildings have been erected on exhausted’ mineral 


land. gp Së De 
Another ‘disposal’ item in the Ready Mixed Concrete ac- 


counts is the profit of £480,882 on disposals of truck mixers, | 


vehicles, plant and equipment. Since the profit arises from 


excess depreciation provisions and: te likely to be a continuing’ 


feature as assets are replaced, the profit has been deducted from 
depreciation charges for the year. A similar adjustment in the 
amount of £161,120 has been made to the 1969 figures. 

The depreciation charge in the accounts, incidentally, in- 
creased by some {£655,000 in 1970 (compared with an increase 
of £250,000: in 1969) was the result of claiming depreciation of 
certain equipment in Germany on an accelerated basis for tax 
purposes. The total group depreciation charge in the 1970 
accounts was Zopp million from an operating surplus of 


£18°87 million. 


Prompt Action ! | 


OME smart work by the company’s staff and by the 
company’s printers is indicated by the inclusion of profit 
and tax figures adjusted to the Budget changes in the report 


of J. B. Broadley, the leathercloths and coated fabrics company. ` 


The report is dated April 8th but in a ‘postscript’ to the direc- 
tors’ report and chairman’s statement the following information 
is given by the chairman: . 
Postscript 
Due to the Budget proposals, which were announced on 
March 30th, 1971, some of the figures given in the accounts, 
directors’ report and my statement require amendment. 
The revised figures are set out below: 


£ 
_ Provision for Taxation >` .. eg DE 119,893 
Group Net profit for the year .. x p 184,276 
Transfer from Corporation Tax Equalization 
Account .. a e DR Si 1,942 
Group Retained Profi D Kë 408,914 


These figures are based on corporation tax for the three months 
to March 31st, 1970, at 424 per cent and for the nine months 
to January 2nd, 1971, at 40 per cent. You will see that the 
dividend is now more than twice covered. 


Apart from prompt action this is just plain good shareholder 
relations. 


r 


Charles Clifford Industries | 


OW to make provision for widely fluctuating metal prices 
has been taxing the minds of quite a number of companies. 
At Charles Clifford Industries, the wrought metals and metal 
spraying group, an.acceptable basis has been reached for 
evaluating the effect of metal price variation on the company’s 
trading ‘as a result of further consideration and also research’. 
_ It has emerged that for 1969 there were metal profits aggre- 
gating {220,000 and for last year metal losses aggregated 
£185,000. These figures have been incorporated in the ac- 
counts and, says the chairman, Mr Y. B. Yates, ‘it will be our 
policy to follow. this procedure in future years’. l 
Copper prices fell from {700 per ton on January 2nd, 1970, 
to {£432 per ton and Mr Yates is at pains to point out that the 
1970 losses caused by the price fall is. well within the profit 
arising from the metal price changes in ropg '' a 
- But Mr Yates also points out that if Charles Clifford’s stock 
of copper were valued as low as {250 per ton as against the 
£432 per ton used in valuing the stock at the end of 1970, the 
sum required to cover this price reduction would be about 
£145,000 — a sum ‘very amply covered by our reserves’. 
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‘City Notes ` 


HE hope/facts pendulum is moving back in favour. of hope 
after swinging the way of gloomy facts for some time. Hope 
has been rekindled by indications from the Chancellor of the 
Exchequer that he may take reflationary moves soon, although, 
of course, there will be nothing in the nature of ‘panic 


- measures’. - | 


Mr Barber is waiting until he has all the necessary first half- 
year statistics and reviews to hand before he decides whether 
non-panic measures are needed. But, by the current tide of 


news from industry and tHe current feeling of industrial. 


opinion, it will be surprising indeed if those statistics and 
reviews do not convince the Chancellor that the economy needs 
something more of a boost than his Budgetary measures will 
provide later this year. | . 

Now that the entry ticket to Europe has been successfully 
negotiated more Government attention can be concentrated 
on internal matters, the economy being the most important. 
Early measures towards reflation may even reassure those people 
who doubt whether the Government has any economic policy 
other than merely letting events take their course. | 


e: * a * 


Ne the American unit trust industry has recently 
been buying back more units than it sells has not neces- 
sarily perturbed British unit trust managers to any great degree, 
but it is undeniably a fact that the unit trust industry here is not 
exactly enjoying a boom. But for the investment trust operations 
of the M & G and Save and Prosper group accounting for some 
£20 million of unit sales, the industry’s figures so far this year 
would look distinctly poor. Admittedly, stock-market conditions 
have been all wrong, but the test will come when stock-markets 


RATES AND PRICES ` 


D 


get back to form. There is a feeling, however, that small in- 
vestors, having learned to live. without unit trusts since the end 
of the 1968 boom, may not come back as buyers again. 


HE mid-term report from the building societies is much 
in the.same vein as the end-1970 report. Money continues to | 
come in at a record rate and is being pushed out on mortgage 
on a basis that still leaves the fringes of demand unsatisfied. 
Satisfying all the people all the time is impossible, but the 
building societies are not far from achieving it at present. 
Sir Hubert Newton; chairman of the Leek and Westbourne 
Building Society, lately drew renewed attention to the fact that 
with tax relief on the interest, the full tax-paying mortgage ` 
borrower is currently borrowing at 5-94 per cent and the ‘mort- 
gage option’ borrower at 6 per cent. Cheap money indeed’, 
Sir Hubert commented, and indeed it is. 


AVING agreed amongst thémselves on their reaction to, 

and views on, the Bank of England’s proposals for the 
complete reorganization of monetary control, the clearing banks 
are now preparing to question the Bank of England on the 
small print, Exact explanation of particular aspects of the’ 
proposed changes will be sought before the banks agree to go 
along with the Bank of England’s proposals, but there is little 
doubt that these will become effective. The banks are par- 
ticularly concerned that the discount market and finance houses, , 
and also the secondary banking concerns, will all, in future, be 
under the same kind of control as the clearing banks. 


. - -Closing prices, Tuesday, June 29th, 1972 


Tax Reserve Certificates: (26.4.71) Companies 44% ; | 
24% surrendered for cash; Personal 4% = . 


' Bank Rate 


Nov. 9, 1967 64% Feb. 27, 1969 8% 
Noy. 18, 1967 8% Mar, 5, 1970 7$ 7 : 
Mar. 21, 1968 4% April 15, 1970 7% 
Sept. 19, 1968 7%, April 1, 1971 6% 

Finance House Base Rate -July rst, 1971. 4%, l 

i | Treasury Bills | 

April 23 D £5°7081% May 28 e £5°6318% 
April 30 , £5°6844%  June4 .. £5°6090% 
May 7 ge £5°6840% June rr .. £5°6064% 
May 14 ,, £5°6517%: . June 18 .. £5°6070% 
May 21 . £5°6276% June 25 ,, £5°5917% 
EE Money Rates . 
Day to day ... 48-54% Bank Bills 
Wanin, NOK Cammie — Gm 
Fine Tra ills ` 3 mon 9 
| 3 months 74-72% 4 months 63-64% 
ee Si b Ee 6 months 6-68 % 
3 6 months’. . 7 d NÉE 


fe 7 $ 


Foreign Exchanges 


New York ~... 2°4189 Frankfurt 8:4690 
Montreal `, ., 2'4730 Milan ` I510°35 
Amsterdam ~- 8:6350 Oslo 17°1885 
Brussels ) 120°50 _ Paris . 13°3550 
Copenhagen ‘18:1340 Zürich Se a 9°9210 
; ‘Gilt-edged - 
Consols 4% 42hxd Funding 64% 85~87 83 
Consols 24% 27 - Savings 3% 65-75 88 4 
Conversion 3$% . . ,, 382 Treasury 9% 1994 97% 
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How Far Should the Institute Accept 
Responsibility for the Education 
of Articled Clerks? 


by KENNETH A. SHERWOOD, F.C.A. 


T may surprise many readers to learn 

that the English Institute does not 
accept direct responsibility for the tech- 
nical education and training of articled 
clerks. That responsibility is placed 
firmly on the individual principals. The 
Institute, however, on behalf of all its 
members, assesses by means of examina- 
tion and reports from principals whether 
an articled clerk has reached a satis- 
factory academic standard and has ob- 
tained adequate experience in his prin- 
cipal’s business. This arrangement has 
existed ever since the formation of the 
Institute in the 1880s. More recently 
the Institute has approved certain uni- 
versity degree courses and latterly ‘nine- 
month’ polytechnic courses with the 
objective of raising the standard of pre- 
professional education. 





From the very early days, private 
tutors offered to undertake the theo- 
retical aspects of technical education, 
whilst leaving the practical training in 
the hands of the practitioner. This 
situation has continued substantially un- 
changed to the present day. Why then 
are the students’ societies so vocally 
expressing their concern about the 
facilities available? Is it merely that the 


students, strengthened by the formation 
of their national body and with a much 
higher proportion of university graduates 
as their leaders, are voicing the perennial 
discontent of the young? Or are there 
some new factors involved? 


Multiplicity of tuition courses 


For many years, practically all students 
studied for their examinations by cor- 
respondence courses, supplemented by 
occasional lectures. The majority of 
students probably still use these methods 
but there are many who now study 
through a variety of lectures, tutorials 
and other special courses offered by both 
private tuition services and public edu- 
cational institutions. The result is that 
there are so many different organizations 
that it is extremely difficult for the 
student to select with any degree of 
certainty the course best suited to his 
needs, while his principal is so often 
confused that he limits his guidance to 
introducing the students to the course or 
courses he himself used some years 
previously. 

True, the student in the larger firm 
probably draws on the experience of his 
immediate peers and may even be 
fortunate enough to have a tuition course 
arranged by his own firm; and the 
Institute’s annual publication Courses for 
Articled Clerks at least collects in one 
place basic details of the various courses 
available both in the public and (since 
1970) the private sectors. Nevertheless, 
it is by no means unusual for a student to 
change his method of study two or three 
times in as many years, possibly in- 
volving different textbooks as well as 
tutors, and this cannot be an efficient 
or effective method of education. 

Is this fragmentation and confusion 
really necessary, or its continuation wise? 
Why have so many different types of 
courses developed in the way that they 
have? Is it because some students require 
oral tuition for effective learning while 


others, because of the demands on their 
principals business or because they 
prefer it, use the correspondence courses? 
Are some students no longer prepared 
after working during the day on their 
principals business to study at night, 
preferring the luxurious ‘slavery’ of the 
residential cramming course? Do the 
increased responsibilities of the prac- 
tising accountant coupled with the more 
sophisticated techniques and the high 
salaries now payable to students mean 
that today’s articled clerk is working 
harder in the day-time than the clerk of a 
previous generation, thus affecting his 
capacity for evening studies? Has today’s 
student been taught to learn in a different 
manner from his predecessor? 

Some such changes have doubtless 
taken place in the last ten years and private 
tuition centres — many of them com- 
pletely new organizations — have sprung 
up to meet the need thus generated; the 
market forces of supply and demand 
have interacted as would be expected. 
Unfortunately, there appears to be some 
evidence that the existing tutors cannot 
meet the potential demand and do not 
wish to, or cannot, expand further; 
one of the main restricting factors being 
the shortage of competent teachers. 


Further complication 


A further complication was introduced 
in the 1960s when the English Institute 
decided that it would be in the interests 
of the profession as a whole if the 
resources of the public educational sector 
(originally only technical colleges, but 
many of these are now polytechnics) were 
utilized in the education of articled 
clerks. While the introductory (nine- 
month and three-week) courses ar- 
ranged by the public sector have, I 
think, in general achieved their objectives 
(despite considerable criticism — much 
of it justified), they have not played a 
significant part — at least in the London 
area — in providing satisfactory facilities 
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for the completion of a student’s studies. 
One of the main reasons is that the best 


teachers prefer the attractions of the 


private sector; another factor is that on 
the whole the public sector, handling 
as it does such a wide range of courses, 
cannot be so adaptable to the particular 
needs of articled clerks as the private 
Some students have in fact 
suffered because colleges have had to 


l = cancel courses at the last moment 


through lack of support. 
Does this mean that the present 


3 facilities cannot meet the demand? This 


_ depends on how many students require 


_ oral tuition under the guidance of a 


personal tutor (in class sizes up to, say, 

40) and whether the private tutors can 

satisfy this demand. A survey being 

conducted by the London Students’ 
= Society this summer should give an 
` indication of the current position. 


_ Fundamental question 

= Whether or not the survey indicates 

a deficiency in facilities, it does not 

= answer the fundamental question — ‘Is 
_ the present system the best available?’ 


Many principals are worried and some 


E: ` are now taking the unprecedented step of 


insisting, by means of a clause in the 
articles of clerkship, that students follow 
a particular course of study with named 
tutors. The principal who merely in- 
troduces his student to a correspondence 
course and receives reports on the 
student’s progress should perhaps ask 
whether he is fulfilling his obligations 
as a principal, especially when he finds 
his articled clerk is taking on his own 
initiative an evening course in law at a 

polytechnic and then asks for eight 
= weeks pre-examination leave for a cram- 


ming course — ‘if he gets a place’. Never- 


theless, it is doubtful whether this situa- 
tion can be improved by exhortation or 
by any minor modification of the existing 
system. 

Some people have formed the view 
that it is important that an articled 
clerk should have his studies properly 
and personally supervised by a chartered 
accountant whose main business is 
education; that such study courses should 
involve regular attendance for tutorials 
with home study sessions intervening; 
and that the articled clerk’s educational 
programme should be linked to the 
training scheme of his principal’s firm. 

It follows that principals ought to 
nominate such a person (who, by defini- 
tion, cannot be merely a correspondence 
course tutor). Further, in order to en- 
courage principals’ interest in their 
articled clerks they should pay for their 
articled clerks’ education (which is, in 
any case, sound economic sense). In order 
to put pressure on principals to carry 
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out these obligations, it would be neces- 
sary for the Institute to insert appro- 
priate clauses into the standard form of 
articles. 


An Institute Tuition Organization? 


However, such facilities as these are 
only offered by the private sector (and 
at present not by all parts of the private 
sector); it would seem unlikely that the 
private sector could in the foreseeable 
future meet the demands that would be 
made upon them. True, some parts of the 
public sector may be able to provide 
comparable facilities in some areas in the 
future, but if the educational facilities 
which the Institute requires cannot be 
met from outside sources, it must be met 
from within — in other words an In- 
stitute ‘Tuition Organization. 

It may well be unknown to many 
readers that the Scottish Institute has run 
such an organization for over 100 years. 
If you visit any of the Scottish Institute’s 
halls you will find them composed 
mainly of classrooms — for example, some 
1,000 apprentices may be found in 
classes at the Glasgow hall on many 
Saturday mornings (over go per cent of the 
total number of apprentices in the Glas- 
gow area). True, some of the classes are 
large (over 100) and may not meet some 
of the criteria for personalized tuition 
discussed above. Nevertheless, the Scot- 
tish Institute firmly takes responsibility 
for its apprentices’ education. 


Emphasis on self-education 


I have not attempted to inquire the 
reasons why the founders of the English 
and Scottish Institutes took different 
attitudes in this question. I suspect that 
Scotland has always had a very strong 
educational tradition and the founders of 
its Institute realized the importance of 
guidance by skilled teachers; whereas the 
English Institute has placed undue 
emphasis on self-education as in itself 
an important element in the educational 
process in so far as it helps to develop 
a finer judgement and a deeper under- 
standing. Whether such viewpoints are 
capable of reconciliation, I do not 
know. 

The reason might be that the Scottish 
Institute realized that it is as important 
for a student to receive adequate theo- 
retical education as it is to examine his 
knowledge at the end of a period of 
study. It is being increasingly recognized 
in the educational field that examinations 
have their limitations; nevertheless, in 
my opinion they are still necessary for a 
profession such as ours. 

However, in these circumstances, it is 
extremely important to ensure that the 
student receives adequate theoretical 
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education which is properly planned and 
supervised. In due time proper comple- 
tion of such a course might be a pre- 
requisite of membership. If the existing 
bodies cannot provide these facilities for 
all students, then it may be necessary to 
form an Institute Tuition Organization. 

If such an Institute Tuition Organiza- 
tion were to be established, it would have 
to be an extremely well managed, 
though very flexible organization. It 
would have to organize linked corres- 
pondence and oral courses. Courses 
might be either residential or non- 
residential and specifically linked to any 
earlier courses which the student had 
taken (e.g., nine-month courses of ap- 
proved accounting degrees). Institute 
examinations, while still being set nation- 
ally, might be taken at the course centre. 


‘Manpower levy’ on firms? 


The course centres might also provide 
facilities for post-qualification courses. 
Staff for the centres would have a high 
status and be involved in research as well 
as education. In order to ensure a plenti- 
ful supply of staff, it might be necessary 
to arrange for some form of ‘manpower 
levy’ on large and medium-sized firms; 
and, to prevent staleness, lecturing 
staff would have a maximum engagement 
of, say, three to five years. 

There are many other factors that 
would need to be considered and a de- 
tailed feasibility study would be required 
at an early stage. Any organization of this 
nature would call for a major investment 
of both money and talents by the pro- 
fession as a whole. Such a project could 
not be undertaken unless a majority of 
members were convinced of its necessity. 

To sum up, the existing system does 
not ensure that the student chartered 
accountant receives adequate education; 
it restricts itself to testing his knowledge 
and experience by examination. While 
a principal has to submit to the Institute 
a supplementary report on the student’s 
experience during articles, there is no 
comparable concern about the educa- 
tional courses followed by the student. 
The educational picture is extremely 
confusing and principals, especially in 
small and medium-sized firms, find it 
difficult to guide the student into suitable 
educational courses. The only positive 
solution that has been put forward 
involves the establishment of an In- 
stitute Tuition Organization comparable 
with the tutorial classes run by The 
Institute of Chartered Accountants of 
Scotland. 

Is it not time that a proper study of 
this whole question be made by the 
Institute as part of their overall plan for 
the reshaping of educational policy? 





BIRMINGHAM ’S 
PRESIDENT-ELECT 


MR CHRISTOPHER PEYTON, F.C.A., director 
and secretary, The Rover Co, is the new 
President-elect of the Birmingham CASS. 
Educated at Warwick School, he was 
articled in 1929 to the late Mr W. H. 
Newton, senior partner of Gibson & 
Ashford, of Birmingham, during which 
time he took an active interest in 
the affairs of the students’ society. He 
was admitted to membership of the 
Institute in 1935. During the latter part 
of articles and after qualifying he was 
employed mainly on special assignments 





on financial reconstruction and con- 
sultancy work, which included work for 
the Rover Company. 

In 1936, he was appointed chief 
accountant of Fodens, at Sandbach, 
when the company was undergoing a 
period of reorganization following several 
years of difficult trading. He remained 
with Fodens, having been appointed 
financial controller in 1956, until 1960 
when he was appointed executive direc- 
tor (finance) of the Rover Company, 
becoming also secretary in 1961. In 1967 
he was appointed financial director. 

Mr Peyton became interested in In- 
stitute administrative affairs when he was 
appointed to the committee of the 
Liverpool Society of Chartered Account- 
ants in 1954, becoming its President in 
1959-60. He served on the Taxation and 
Research Committee of the Institute, 
as it was then known, from 1958 to 
1961, and was a frequent member of the 
Institute’s summer courses at Oxford 
in the 1950s, being a group leader on two 
occasions. 

We wish him every success in his new 
term of office. 


TENNIS TOURNAMENT 


THE GROUNDS of the Edgbaston Archery 
and Lawn Tennis Society will be the 
venue of this year’s annual tennis tourna- 
ment of the Birmingham CASS on July 
28th. 

Conforming, it would seem, to the 
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Women’s Lib. Movement, the tourna- 
ment will be open for the first time to 
women players and the society hopes 
that there will be sufficient entries for a 
singles tournament for which there will 
be prizes for the winner and runner-up. 
For the men’s event, there is the coveted 
cup to be won, as well as prizes for the 
winning pair and the runners-up. 

Commencing at 2 p.m., the entry fee 
is 50p per person (which includes tea) 
and members should contact Robert 
Lander, c/o The Library, Fountain 
Court, Steelhouse Lane, Birmingham 
B4 6EA not later than July 23rd. No 
application will be considered after that 
date. 


ACASS MEETING IN 
BIRMINGHAM 


The ACASS National Executive meeting 
for June was held last Friday in Bir- 
mingham in order that members could 
meet the Birmingham Society on their 
home ground, during lunch, between the 
three morning board meetings and the 
afternoon meeting of the full executive. 

Among the members present was the 
recently appointed ‘Ombudsman’, 
Michael Atkins, whose duties will be to 
act as an independent intermediary in 
taking up Birmingham members’ com- 
plaints. This appointment (‘Roundabout’, 
March 18th) grew out of the Students’ 
Rights Committee; their activities in- 
clude surveys of salary and conditions 
of employment; helping members to 
assess the employment market and nego- 
tiating with their principals, 

ACASS hope to arrange other execu- 
tive meetings in cities where there are 
very active societies. Bristol is the next 
one on the list and others will follow 
during next year so that local societies 
will feel less isolated from their elected 
ACASS officers. 
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LOW-PRICED OPERA BOOKINGS 


AT VERY reduced rates, block bookings 
have been made for two operas at the 
Royal Opera House, Covent Garden, 
by Sheilagh Findlay, A.C.A., A.T.LI., 
assistant treasurer, London CASS. The 


first is for ‘Peter Grimes’ on July 15th, 


and the other is for ‘Orfeo et Euridice’, 
on July 21st. 
Both performances commence at 7.30 


p.m. and tickets cost {2:40 and {1-70 


respectively, compared with box office 


charges of £380 and 2-80. Those à > 
wishing to take advantage of these con- 


siderably lower prices should contact 


Sheilagh Findlay immediately at Deloitte ar: 
& Co, 128 Queen Victoria Street, London _ 
EC4, telephone 248 1244, or London 


CASS, 43 London Wall, London EC4 
5TB, telephone 628 4527. 


LETTER TO ROUNDABOUT 
Misplaced Credit 


SIR — We would like to express our 





thanks for the excellent coverage which ` — 


you have given our society under Student 
Roundabout. 


We feel, however, that it is only fair — 


to point out that in the issue of June 
roth, under the heading ‘Ambitious 
Programme for Portsmouth’, we were 
credited with the arrangements for the 
‘Tramps Ball’ at Chandlers Ford. This 
in fact was organized by the South- 


ampton CASS to whom all credit should ` 


go. 
Yours faithfully, 
G. S. BROWN, 
SECRETARY, 


PORTSMOUTH AND District CASS. 


[A short report on the “Tramps Ball’ 
appeared in ‘Roundabout’ last week — 
correctly credited, we are glad to say, to 
Southampton. — Editor.] 


BRADFORD FIVE-A-SIDE FOOTBALL 
COMPETITION 


IN a recent five-a-side football com- 
petition, 28 sides played 40 games 
spread over 480 minutes. Each team 
played a minimum of two games and the 
results were as follows: 

Semi-Final 


Claridge, Turner 
Leeds Polytechnic (Dept ‘Y’) 


Boyce, Welch ‘A’ 
Spenser, Wilson 


ON N ra 


Smith & Hayward 
Boyce, Welch ‘B’ 


Rawlinson, Greaves & Mitchell ‘B’ 
Matthews, Brooke, Taylor 


nN 


= 


Loser’s Final 


NW 


The winning Polytechnic side, be it 
noted, comprised Bradford chartered 
accountant students on the nine-month 
course! 


Final 
Leeds Polytechnic (Dept ‘Y’) I 
Boyce, Welch ‘A’ o 
Smith & Hayward 5 
Rawlinson, Greaves & Mitchell ‘B’ o 
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FIVE-A-SIDE FOOTBALL 
AT MANCHESTER 


As MANY as 18 teams have already 
entered for the Manchester CASS an- 
nual five-a-side football competition. 
There’s still time for a few more offices 
to put forward teams and the final total 
will decide whether the competition is 
on a knock-out basis, or run as a league 
over a period of two to four week-ends. 

A nominal entry charge per team will 
be made, and it is planned to present a 
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cup or trophy to the winning side. ‘That, 
together with entries from the 1969 and 
1970 winners, should make for a lively 
competition later this month. For full 
details and rules of the game, contact 
John Walmsley, c/o Spicer and Pegler, 


Garnett Crewdson & Co, 12 Booth 
Street, Manchester 2. 
Other sporting events are being 


planned, both for cricket and football 
fans. A North-West Cricket League is 
under consideration, and Ken Kramer is 


Human Behaviour 
and Inflation Accounting 


Controversial Topics at Scottish Summer School 


OME 140 chartered accountants met 
eier the convenership of Mr Ronald 
Williamson, C.A., at the University of St 
Andrews from June 18th to 22nd to 
consider ‘Accountancy and the Future’. 
Amongst the distinguished personalities 
present were the President, Mr Geoffrey 
C. Patterson, C.A., the Vice-President, 
Mr Ian T. Morrow, C.A., F.C.W.A., 
A.T.1.1., and the Junior Vice-President, 
Mr Alex I. Mackenzie, B.A., C.A. 

The first speaker was Mr Ian J. 
Fraser, Director-General of the City 
Panel on Take-overs and Mergers, 
whose paper ‘Accountancy and the 
merger movement was received with 
great interest. The phrases ‘your direc- 
tors’ and ‘your company’ often brought 
smiles to the lips of the cynical, he said; 
but the board, vis-à-vis its relationship 
with the shareholders, had to get the 
‘you’ and ‘we’ quite clear in their minds, 
and this — the analysis of interest con- 
flicts — was what the Take-over Code was 
all about. The Take-over Panel existed 
to clarify these issues for directors, as 
well as to examine their motives. 


independent advice 
The Code particularly emphasized the 


necessity for directors, upon the receipt 
of an offer for their company’s shares, to 
obtain competent outside advice, to 
counteract the traumatic effect that such 
offers in most cases had upon the 
recipient board. Their competence was 
clearly criticized; their prestige, career 
and livelihood were threatened by the 
prospective loss of their empire; no 
wonder their emotions often got the 
better of them. Yet this particular 


moment of stress was when they were 
required, by the Companies Acts, to 
subordinate entirely their personal con- 
siderations in the interests of their 
fiduciary responsibility and were ex- 
pected to act in a totally objective way, 
solely in the best interests of their 
shareholders. 

Directors, as shareholders themselves, 
had no obligation to take their own 
advice; however attractive the offer, 
neither they, nor a controlling share- 
holder (who had a clear obligation, on 
disposing of his controlling interest, 
to obtain no better terms for his own 


Mr G. C. Patterson, C.A., President of the Scottish Institute 
and senior partner in Scott-Moncrieff, Thomson & Shiells, 


Chartered Accountants, of Edinburgh. 
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arranging a repeat of last season’s highly 
successful football league. Further details 
will be announced under ‘Roundabout’ 
shortly. 


LIVERPOOL GOLF COMPETITION 


THE annual student golf competition will 
be held this year at Walton Golf Club 
on Wednesday, 14th July. For details, 
members should contact the Library, 5 
Fenwick Street, Liverpool. Telephone 
051-236 2401. 


shares than for those of the remaining 
shareholders), could be compelled to 
sell their own holdings if they did not 
wish to, even if by their refusal to do so 
the offer was bound to be frustrated. 

Accountants were frequently asked 
to act as valuers where the parties con- 
cerned were reluctant to allow merchant 
bankers access to the detail underlying 
their accounts and where a holding 
company, wishing to buy out the minority 
shareholders in one of its subsidiaries, 
was compelled by the Take-over Code 
to obtain competent outside advice to 
ensure that the minority interests were 
fully protected. There were 
many ways in which profits of 
a subsidiary could be manip- 
ulated to the benefit of the 
majority shareholder, the ad- 
verse effect upon such profits 
in the past having an equally 
adverse effect upon the cur- 
rent valuation of that sub- 
sidiary’s shares at the point 
of the offer. The valuer, in 
these circumstances, might 
find himself acting against 
the interests of the party 
responsible for the payment 
of his fee. 


Conservatism not a 
virtue 
In take-over situations, both 


the bidder and the defence 
tended to over-estimate. The 
purpose of the ‘l'ake-over 
Code was to restrain these 
excesses of enthusiasm by 
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increasing the liability of the parties 
concerned, and their professional ad- 
visers, for any forecasts made. The 
adviser, here most of all, needed all 
his sang-froid, for his client’s judgement 
was inevitably likely to be clouded and 
his responsibilities were commensurately 
the greater. Accountants, accustomed to 
their reporting role in prospectuses — 
where conservatism was rightly regarded 
as a virtue — could do their clients genuine 
disservice by excessive convervatism in 
take-over forecasts. The Panel had, for 
the two years since its inception, been 
particularly vigilant in this matter, and 
was justly pleased with its results: of 
210 forecasts examined and approved, 
170 had subsequently been achieved 
within 10 per cent; of the remainder, only 
10 had failed altogether to provide ade- 
quate reasons for the fact that their 
results had differed so widely from their 
forecasts. 

Mr Fraser was surprised at the number 
of directors of sizeable firms who had 
succumbed to the temptation to use the 
sort of circular logic typified by the 
statements, ‘our forecast profit of £x 
is, of course, subject to our estimates of 
turnover and profitability being realized’. 
He expected both bankers and account- 
ants to eliminate any manifestly stupid 
assumptions made by management, such 
as that inflation would not rise above 3 per 
cent per annum or that there would be no 
strikes in the shipbuilding industry. 


Co-operation of the accountancy 
bodies 


He admitted that the accounting 
profession, in common with the Law 
Society, had not formally subscribed to 
the Code and was unrepresented on the 
Panel; but its co-operation with the Panel 
led him to believe that the Chartered 
Institutes regarded their members, when 
practising in this area, as subject to the 
sanctions of the Panel and liable to its 
censure. 

The Panel played so significant a role 
in the financial life of the country 
because mergers were taking place at the 
rate of 400 a year. This activity was 
peculiar to Britain and unique in her 
history, and it was strongly held that it 
would be healthy for it to continue for a 
while yet. As long as it did, the stresses 
and strains upon management would 
accentuate the importance of the pro- 
fessional adviser’s role, making his 
authority and coolness an imperative 
antidote to the emotion and instability 
that was characteristic of adversaries 
placed in such situations. The profes- 
sions had, by and large, risen to the 
occasion. 

The next paper was presented by Dr 
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Arthur-F. Earle, Principal of the London 
Graduate School of Business Studies, on 
‘Changing thinking about motivation 
in industry’. He introduced the paper, 
which had been circulated to the par- 
ticipants before the conference,! by 
saying that the study of motivation and 
behaviour was not a ‘hard’ science and 
that accountants might be excused for 
regarding it as diffuse and woolly in 
comparison with the precision required 
in their own field. But that did not excuse 
a modern manager from considering its 
concepts and from making what use he 
could of them. He compared the motiva- 
tion of those born before the twenties, 
who were motivated by material carrots 
and sticks, with that apparent in the 
youth of today. 


No new phenomenon 


Mr Jeffery Pearcy, CA. deputy chief 
accountant of ICI, read his paper on 
‘Management problems in an inflationary 
environment’. Inflation was not a new 
phenomenon and he cited evidence of its 
effects in the sixteenth century. Whilst 
there were recognized means of com- 
bating the ‘demand-pull’ inflation caused 
by too much money chasing too few 
goods, ‘cost-push? inflation was less 
common and less well understood. Here 
companies faced uncontrollable rises 
in costs unmatched by corresponding 
increases in income. 

Inflation had different characteristics, 
at different levels, of which he defined 
three: (1) where the annual rate of 
inflation was less than 4 per cent; (2) 
where it lay between 4 and 15 per 
cent; and (3) where it exceeded 15 per 
cent. The first he regarded as normal; 
it was a rate that commerce had learnt 
to live with and to contain by improve- 
ments in marketing and productivity. 
The final stage, hyper-inflation, as ex- 
perienced in South America, was a 
problem Britain had never had to face; 
at this level, cash became an asset of 
doubtful value, accounting systems were 
suspect, it became impossible to raise 
finance of any sort and there was a 
tendency to revert to a barter economy 
and to short time-span decisions. 

Because this rate of inflation was un- 
familiar to us, our traditional tools of 
measurement appeared to give us false 
readings. Re-calibration (the adjustment 
of management accounts for inflation) 
was necessary and management must 
learn to interpret the adjusted readings. 

Companies had to consider whether 
they were in the right businesses (he 
thought that, in some cases perhaps, 





1 The substance of Dr Earle’s paper is 
reproduced on other pages of this issue. 
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ICI was not). Cost-push inflation did 
provide an incentive for real efforts in 
cost reduction. Accountants, in these 
times, must be more than ever aware 
of the hour-by-hour finances of their 
business and the comparison with their 
budgets; they must ensure that their 
figures reflect the effects of inflation and 
that these figures are properly under- 
stood; long-term forecasts of profit and 
cash-flow required particular vigilance. 
Finally, they should do all they could to 
encourage their colleagues to interest 
themselves in the problems of living with 
inflation. 

Professor Edward Stamp identified 
in his paper the problems created by 
conventional accounting bases in under- 
valuing assets and overstating income. 
He argued the case, not only for adopting 
general price level accounting (GPLA) — 
which he regarded as essential and only 
the first step towards meaningful ac- 
counting statements — but also for going 
a great deal further and reconsidering the 
basis of declaring asset values, with 
particular reference to marketable securi- 
ties, inventories and fixed assets. 

Few quoted companies were willing to 
present their performance in a light 
less favourable than that of their com- 
petitors. It had been suggested that 
GPLA introduced a much greater area 
for subjective judgement and was likely 
to accelerate the rate of influence, but 
surely a single economic problem should 
not dictate the basis upon which the 
structure of accounting reports was 
decided. Some thought that GPLA did 
not go far enough; it had problems of 
practicability, measurement and con- 
fusion to the unsophisticated; it was too 
crude and insensitive. Professor Stamp, 
whilst admitting that the most difficult 
area for measurement was that of fixed 
assets, felt that it was politically better 
to take one step now, rather than two 
never. 


Delusions of accuracy 


He concluded his proposals for the drastic 
review of the basis, as well as the form of 
presentation of accounting statements, 
by commenting on the delusions of 
accuracy implicit in accounts declared 
to the nearest £, where the probabilities 
of error were in round thousands. 
Managers, he said, were becoming 
accustomed to being provided with 
ranges of figures and with the error 
probabilities associated with them. One 
accountant amongst those present won- 
dered whether, if accounts along the 
lines suggested by Edward Stamp were 
eventually published, the latter state of 
the craft might not appear to be worse 
than the former. 
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and 
Notices 


THE ACCOUNTANT 
Index to Vol. 164 
January to June 1971 


The general index to Vol. 164 — January 
to June 1971 - is published with the 
present issue. The parts of this volume, 
with the index, can now be sent for 
binding. 


PROFESSIONAL NOTICES 


ARMITAGE & Co, ‘Tower House, 
Merrion Way, Leeds, have for some time 
been closely associated with ‘TANSLEY 
Wirt, James, DANGERFIELD (London), 
Howard HEATON & BayFIELD (Birming- 
ham), WALKER, FULLERTON, HARTLEY & 
Co (Leeds), CHapwick & Co (Liverpool), 
and SMYTH, BraNnpoN & Co (Belfast). 
From July "st, 1971, all these firms, 
although separate practices, will carry on 
business under the name and style of 
TansLEY Witt & Co. The practice of the 
international firm continues under the 
style of ALEXANDER GRANT 'TANSLEY WITT. 


BARTON MayHew & ‘TURQUAND 
Youncs, Belgium firm, announce that 
Mr T. J. T. STOVOLD, A.C.A., has been 
admitted to partnership. 


CHADWICK & Co, 17 Harrington Street, 
Liverpool 2, have for some time been 
closely associated with 'TANsLEY WITT, 
JAMES, DANGERFIELD (London), HOWARD 
Heaton & Baren (Birmingham), 
ARMITAGE & Co (Leeds), WALKER, 
FULLERTON, HARTLEY & Co (Leeds), 
CuHapwick & Co (Liverpool), and SMYTH, 
BRANDON & Co (Belfast). From July 1st, 
1971, all these firms, although separate 
practices, will carry on business under 
the name and style of TansLey Witt & 
Co. The practice of the international 
firm continues under the style of 
ALEXANDER GRANT 'TANSLEY WITT. 


COOPER BROTHERS & Co and COOPERS 
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& LYBRAND announce that Mr GEOFFREY 
James DUNKERLEY has been admitted 
to partnership in Liverpool. 


Coopers & LYBRAND announce that 
they have entered into partnership with 
the firm of IOANNOU, ZAMPELAS & Co, 
of Nicosia, Cyprus. The resident partners 
in the firm will be Mr VassıLIos IOANNOU, 
F.C.A., and Mr MICHALAKIS HERODOTOU 
ZAMPELAS, A.C.A. 


Howarp HEATON & BAYFIELD, 75 
Edmund Street, Birmingham 3, have for 
some time been closely associated with 
TANSLEY WITT, JAMES, DANGERFIELD 
(London), ArMITAGE & Co (Leeds), 
WALKER, FULLERTON, HARTLEY & Co 
(Leeds), CHapwick & Co (Liverpool), 
and SMYTH, BRANDON & Co (Belfast). 
From July "et, 1971, all these firms, 
although separate practices, will carry on 
business under the name and style of 
TansLEY Witt & Co. The practice of the 
international firm continues under the 
style of ALEXANDER GRANT ‘TANSLEY 
WITT. 


Jackson, Prxtey & Co, Chartered 
Accountants, announce that Mr J. 
MEARNS, F.C.A., retired from the partner- 
ship on June 30th, 1971, but remains 
available in a consultative capacity. 


ALFRED S. JoHN & Dator, Chartered 
Accountants, of Pontypridd and Cardiff, 
announce that the merger of its two con- 
stituent firms will not continue and that 
each firm will revert to its original status 
with effect from June 30th, 1971, ALFRED 
S. Jonn & Company continuing to 
practise at 4 Gelliwastad Road, Ponty- 
pridd, and GLEN PALLOT & COMPANY 
continuing to practise at National West- 
minster Bank Buildings, 113 Bute Street, 
Cardiff, with a change of name to GLEN 
PALLOT & SAINSBURY. 


PAYNE STONE Fraser & Co, Chartered 
Accountants, announce that with effect 
from July ist, 1971, Mr C. E. Bonn, 
F.c.A., and Mr M. G. P. MAYES, F.C.A., 
will, by mutual consent, be withdrawing 
from the firm. The practice will be carried 
on as heretofore by the remaining 
partners. 


Mr C. E. Bonn, F.c.a., and Mr M. G. P. 
Mayes, F.C.A., announce that having 
terminated by mutual consent their 
association with PAYNE STONE FRASER 
& Co, Chartered Accountants, with 
effect from July 1st, 1971, they will be 
joining HeskerH Harpy HIRSHFIELD & 
Co, Chartered Accountants, together 
with Mr J. A. PIPER, A.C.A. 


HeskeTH Harpy HirsHFietp & Co, 
Chartered Accountants, announce that 
with effect from July rst, 1971, Mr C. E. 
BOND, F.C.A., will become associated 
with the firm in a consultative capacity. 
From the same date Mr M. G. P. MAYES, 
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F.c.A., and Mr J. A. PIPER, A.C.A., will 
be admitted as partners in the firm. 


Price WATERHOUSE & Co (European 
firms) announce the admission to part- 
nership on July 1st, 1971, of Mr A. R. 
AZEVEDO in the Portuguese firm, Messrs 
N. H. Berrow and Tu. JANSEN in the 
Swiss firm, Mr J-P Tauss in the French 
firm and Messrs R. J. D. RENTON, 
J. M. E. pe Vries and H. WonLeERS in the 
German firm. 


PRICE WATERHOUSE & Co, Zambian 
firm, announce the retirement from the 
firm on June 30th, 1971, of Mr R. F. J. 
SPIER and the admission to partnership 
on July rst, 1971, of Mr M. F. KETTELL. 
Mr KETTELL will be resident in Ndola. 


F. W. STEPHENS & Co, Chartered Ac- 
countants, announce that Mr Davip 
MASTERS, A.C.A., who served his articles 
with the firm and has been a senior 
member of the staff for some years, has 
been admitted to the partnership with 
effect from July 1st, 1971. 


Stroy, Haywarp & Co, Chartered 
Accountants, of o Wigmore Street, 
London W1, and Herspert HILL & Co, 
Chartered Accountants, of Salisbury 
House, London Wall, London ECa2, 
announce that as from July Ist, 1971, 
they have merged their practices. The 
combined firms will practise under the 
style Stroy, Haywarp & Co, from os 
Wigmore Street, London W1. 


TANSLEY WITT, JAMES, DANGERFIELD, 
28 Ely Place, London ECr, have for 
some time been closely associated with 
Howard Heaton & BAYFIELD (Birming- 
ham), ARMITAGE & Co (Leeds), WALKER, 
FULLERTON, HARTLEY & Co (Leeds), 
CHADWICK & Co (Liverpool), and SMYTH, 
BRANDON & Co (Belfast). From July 1st, 
1971, all these firms, although separate 
practices, will carry on business under 
the name and style of TANsLEY Witt & 
Co. The practice of the international firm 
continues under the style of ALEXANDER 
GRANT TANSLEY WITT. 


TEMPLE, GoTHaRD & Co, Chartered 
Accountants, announce that their ad- 
dress is now 33-34 Chancery Lane, 
London WC2A 1EN. The telephone 
number and telegram address remain 
unchanged. 


Mr ALAN TROPP, F.C.A., announces 
that he has opened a new office at o 
Margaret Street, London W1, where he 
is now practising as ALAN TROPP, 
F.C.A., A.M.B.ILM., Chartered Accountant, 
in association with CROMPTON & 
SHERLING. 


WALKER, FULLERTON, HARTLEY & Co, 
Tower House, Merrion Way, Leeds, have 
for some time been closely associated with 
TANSLEY WITT, JAMES, DANGERFIELD 
(London), Howarp HEATON & BAYFIELD 
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(Birmingham), ArmiTacE & Co (Leeds), 
CHADWICK & Co (Liverpool), and SMYTH, 
BRANDON & Co (Belfast). From July 1st, 
1971, all these firms, although separate 
practices, will carry on business under the 
name and style of ‘TANsLEY WITT & Co. 
The practice of the international firm 
continues under the style of ALEXANDER 
GRANT T'ANSLEY WITT. 


APPOINTMENTS 


Mr P. G. Barber, M.B.E., F.c.A., has been 
appointed a non-executive director of 
the Lilleshall Company. 


Mr J. A. Thomson, c.a., has been 
appointed an additional director of 
Country and New Town Properties. 


Mr J. A. V. Montague, a.c.a., has 
been appointed assistant accountant in 
the finance division of the Wellcome 
Foundation group. 
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Mr J. A. V. Montague. 


Mr R. C. Smith. 


Mr R. C. Smith, F.c.a., has been 
appointed to the board of Medway 
Industries. He has been chief accountant 
of the company for the past five years and 
retains executive responsibility as chief 
accountant of Medway Building, and its 
subsidiaries, and Medway Wharfingers. 


Mr G. A. Weston, a.c.a., has been 
appointed a managing director of Morgan 
Grenfell & Co. 


NEW PRESIDENT 
FOR EAST ANGLIAN 
SOCIETY 


Mr Peter Scarfe, F.c.a., a partner in 
the firms of Larking, Gowen & Co and 
Deloitte & Co, Chartered Accountants, of 
Norwich, has been elected President of 
the East Anglian Society of Chartered 
Accountants for 1971—72. 

Educated at Eaton (City of Norwich) 
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School, Mr Scarfe qualified as an 
incorporated accountant in 1950 and 
was awarded the Society’s Gold Medal 
in the Final examination; he became a 
member of The Institute of Chartered 
Accountants in England and Wales upon 





its integration with the Society in 1957. 
Apart from four and a half years’ service 
with the Royal Air Force he has been 
with his present firm all his working 
life. 

Mr Scarfe has served the District 
Society continuously since July 1061 
when he first joined the committee. He 
served on its joint tuition committee in 
1963 and 1964, and organized the East 
Anglian students’ tuition courses in 
October 1963 and October 1964. 

Elected secretary of the District Society 
in July 1966, which appointment he held 
for four years, he was one of the Society’s 
representatives on the Technical Ad- 
visory Committee from 1968 to 1970 
when he was elected Vice-President. He 
combines the duties of careers officer 
and information officer of the District 
Society and represents it on the Business 
and Managements Studies Advisory Com- 
mittee at Norwich City College. 

Married with a son and daughter, Mr 
Scarfe’s main interests outside account- 
ancy are numismatics, collecting certain 
antiques, gardening on a large scale, and 
welfare of the blind; he has served on the 
management committee of Norwich In- 
stitute for the Blind for many years and 
is chairman of the very active workshop 
committee. 


Other officers elected for 1971-72 are: 
Vice-President: Mr F. S. Grindrod, F.c.a. 


Secretary and Treasurer: Mr J. J. A. Mobbs, 
A.C.A., Bank Chambers, Norwich Street, 
Dereham. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone 01-834 2002 (4 lines) 
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NEW NOTTINGHAM PRESIDENT 


Mr C. W. Bingham, T.D., F.c.A., has been 
elected President of the Nottingham 
Society of Chartered Accountants for 
1971-72. Admitted a member of The 
Institute of Chartered Accountants in 
England and Wales in 1934, with 
honours awarded in the Final examination, 
Mr Bingham is a senior partner in 
Stanley Blythen & Co, Chartered Ac- 
countants, of Nottingham, and also a 
partner in Barton Mayhew & Co, of 
London and Nottingham. 

During the Second World War, Mr 
Bingham served with HM Forces in 
France, Syria, Cyrenaica, and Burma, 
and was mentioned in despatches. He 
graduated at the Staff College, Quetta, and 
was awarded the Territorial Decoration. 

A member of the East Midlands 
Regional Council of the CBI, Mr 
Bingham served on their national com- 
mittee which studied VAT. He is a 
justice of the peace for the county of 





Nottingham, and is married with two 
daughters, his hobbies being golf and the 
keen support of the county cricket club. 
Other officers elected for 1971-72 are: 
Vice-President: Mr H. W. Housley, F.c.a. 


Secretary: Mr B. R. Dunn, F.c.a., Clumber 
Avenue, Sherwood Rise, Nottingham NGs5 
AH. 


Treasurer: Mr G. N. Pickering, A.C.A. 


NORTH-WEST SOCIETY 
New President 
Mr A. J. Westall, F.c.a., partner in 
Tyson Westall & Co, Chartered Account- 
ants, of Morecambe, has been elected 
President of the North-west Society of 
Chartered Accountants for 1971-72. The 
Society has a membership of more than 
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+20 chartered accountants throughout 
North-west and East Lancashire and 
Westmorland. 

Educated at Lancaster Royal Grammar 
School, Mr Westall was articled to his 
father, the late Mr William Westall, 
F.c.A., of Morecambe, in 1953, and five 





years later was admitted to membership 
of The Institute of Chartered Account- 
ants in England and Wales. Particularly 
active in district society affairs, Mr 
Westall was the first secretary of the 
Lancaster and Morecambe branch of the 
North-west Society and has represented 
the branch on the Society’s committee 
since 1963. 

Mr Westall’s interests outside the 
profession include membership of the 
Morecambe Motoring Club; managership 
of Morecambe Church of England Primary 
School, and membership of the Halton 
Parochial Church Council. He is married 
with three children. 

Other officers of the society for 1971- 
72 are: 

Vice-President: Mr J. S. Darwell, F.c.A. 


Secretary: Mr J. S. Westhead, A.C.A., Central 
Buildings, Richmond Terrace, Blackburn, 
Lancs. 


SOUTH EASTERN SOCIETY’S 
KENT CONFERENCE 


For the benefit of its small practitioner 
members, as well as for those employed 
in private or unquoted public companies, 
the South Eastern Society of Chartered 
Accountants has chosen as the theme for 
its annual residential conference, ‘Plan- 
ning the development of the smaller 
business’. This year’s conference will be 
held at the University of Kent, Can- 
terbury, from September 23rd to 25th. 


JONES LANG 


WiC ONION 


Chartered Surveyors 
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Speakers will include Mr P. Desmond, 
F.C.A., of Arthur Andersen & Co; Mr 
D. H. H. Millard, F.c.a., of Industrial and 
Commercial Finance Corporation; and 
Mr J. P. Hardman, F.c.A., A.T.I.I., of 
Thornton Baker & Co. Work at the 
conference, both in lecture sessions and 
group discussions, will be based on a 
case study prepared and presented at the 
first session by Mr R. S. Waldron, 
F.C.A., F.C.C.A., and copies will be sent 
to participants beforehand. 

The fee of f25 includes course 
material, accommodation, and meals. Ap- 
plications should be made not later than 
August roth to Mr R. H. Buxton, F.C.A., 
15 Wrotham Road, Gravesend, Kent. 


INSTITUTE TIE 


- An official tie is now available for mem- 


bers of The Institute of Chartered 
Accountants in England and Wales, in 
silk at a price of {1-75 and in terylene 
and crimplene at Zo The design 
incorporates an all-over motif of the 
Institute coat of arms in gold on a blue 
background. 

Ties are available for personal shoppers 
from Acuman Ltd at go Gracechurch 
Street, London EC3; 89 Regent Street, 
London Wi: and 7 Kingsway, London 
WC2; or by post from T. R. Blurton & 
Co Ltd, 93-94 Chancery Lane, London 
WC2A 1DT; 5p should be added for 
postage and packing to UK addresses and 
rop abroad. 

These ties will not be available from 
the Institute offices. 


MODERN DEVELOPMENTS 
IN AUDITING 


A teacher training course on ‘Modern 
developments in auditing’ will be held at 
Wolverhampton Technical Teachers Col- 
lege from September 17th to rgth, 
organized by The Institute of Chartered 
Accountants in England and Wales. The 
course is intended to give full-time 
teachers of accounting an opportunity 
to consider, with practitioners, some 
current problems in auditing with the 
object of enabling teachers to obtain 
information regarding modern develop- 
ments in this field. 

The course will be on a residential 
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basis and it will be conducted by a team 
of lecturers from the Polytechnic of the 
South Bank, Arthur Andersen & Co, 
Arthur Young & Co and Price Waterhouse 
& Co. The cost is {15 including ac- 
commodation and meals. 

Further details of the course are 
available from the Secretary, The In- 
stitute of Chartered Accountants in 
England and Wales, Chartered Account- 
ants’ Hall, Moorgate Place, London 
EC2R 6EQ. If the response to the 
course exceeds the limited number of 
places available, a waiting list will be 
formed from which places will be 
allocated in the event of cancellations. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The monthly meetings for Bible reading 
and prayer to be held at 1 p.m. on 
Monday next, July 5th, will review and 
sum up the previous discussions on 
Paul’s letter to the Philippians. The City 
meeting will be at the Church of St 
Peter-upon-Cornhill, London EC3 (en- 
trance in Cornhill, near Gracechurch 
Street), and will be led by Mr Douglas 
Kahn. Coffee and sandwiches will be 
available (charge 25p) during the meeting. 

The parallel meeting in the West 
End has been arranged for the same time 
at the Vicarage of Christ Church, 21 
Down Street, London Wr (near Green 
Park Station). 


SHEFFIELD GOLFING SOCIETY 


The annual challenge match of the 
Sheffield and District Chartered Ac- 
countants’ Golfing Society against the 
students’ society for the President’s 
trophy will take place at Hillsborough 
Golf Club on Thursday, July 15th, 
starting at 3.30 p.m. A salad meal will be 
available after the match. 

Future matches are planned on August 
24th for the Hayward Parkin Trophy 
at Hallowes, and on September 23rd 
against the Manchester Chartered Ac- 
countants’ Golfing Society at Hazel 
Grove. 

All those wishing to participate should 
notify Mr Peter H. Smith, F.c.a., Altman 
Smith & Co, 13 Rockingham Street, 
Sheffield Gr 3NU. 


The Companies Act 1967, Section 16 


VALUERS OF 
PROPERTY ASSETS 


16/17 King Street, London EC2 
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(hartered Accountants 


For South Africa 


A large firm of Chartered Accountants (South 
Africa) with offices in other centres of the 
Republic, have vacancies in their Johannesburg 
office for qualified accountants who wish to 
broaden their professional experience in a 
country with a rapidly growing economy and one 
which offers great opportunities both within the 
profession and in commerce and industry. The 
firm offers :— 


Competitive salaries in the range R5,100 to R7,200 
(approximately £3,000 to £4,200) per annum. 

Air fares to South Africa for the applicant and his 
family. 

A settling-in allowance of R500 in the case of 
married men and R300 in the case of single men 
(approximately £290 and £175 respectively). 
Return air fares after two years service or an 
equivalent cash bonus. 

Four weeks annual leave. 

Provident fund and medical aid benefits. 


The above terms are conditional upon the applicant 
entering into a contract for a two year appointment. 


Please write to the Staff Partner, P.O. Box 2636, 
Johannesburg. Interviews can be arranged in London. 
Further information, if required, can be obtained from 
M. G. Adamson, Thomson McLintock & Co., 33 King 
William Street, London, EC4R 9EE. (Telephone 01- 
626 3232). 


Zambia 
C4 OOO + 


We require recently qualified accountants for two-year 
appointments in Zambia. Salaries start at not less than 
£4,000 p.a. which includes a terminal bonus enabling a 
substantial capital sum to be remitted to the United 
Kingdom. Benefits include: 
© Free accommodation. 
© Settling-in allowance. 
@ Return air fare to the United 
Kingdom. 
@ Five weeks’ holiday per annum. 
Zambia has excellent social and recreational facilities 
and it is well placed for travel to other parts of the 
continent. 
Successful applicants will be expected to fill responsible 
positions on the audit staff. 
Please write to: David F. Pratten, 
Deloitte & Co., 
128 Queen Victoria Street, 
London, EC4V 4BS 








COMMERCE GRADUATE from Pakistan, 
seeks articles immediately in London, pre- 
liminary exempted. — Box CG 2377. 
FINALIST Il: with a year and a half of 
articles to serve seeks transfer. — Please reply 
Box FW 2387. 

MALAYSIAN already holding preliminary 
certificate is seeking articleship. Available 
for work at any time. (Apprentice sponsored 
by Malaysian Students’ Department.) — 
Please contact Su Vui Pang, 55 Cleveland 


Square, London W2. 

MALAYSIAN CHINESE aged 21, doing 
four-year articles, seeks transfer of articles. 
Has three and a half months experience 
with a chartered accountants’ firm. — Box 
MC 2388. 

MALAYSIAN CHINESE (21), with full 
H.S.C., seeks four years’ articles immedi- 
ately. Preliminary exempted, eight ‘O’ levels 
with four distinctions (including Mathe- 
matics and English). — Please write to T. A. 
Yeo, 99 Hereford Road, London W2. 
SEVENTEEN-YEAR-OLD STUDENT seeks 
articles. — Seven good ‘O’ levels including 
distinctions in English language and mathe- 
matics. Six months’ experience. Preliminary 
exempted. — Please write to Box YO 2416. 
SINGAPORE CHINESE (23), with three ‘O’ 
levels and two ‘A’ levels seeks four years’ 
articles. Preliminary exempted. — Please 
apply Box SC 2414. 

SINGAPORE GIRL with ten ‘O’ levels and 
one ‘A’ level seeks articles. Preliminary 
exempted. Presently in Singapore arriving 
very soon. — Please write to Miss Ng, 28 
Collingham Place, London SWS. 
TRANSFER OF ARTICLES sought by 
four-year articled clerk — one and a halt 
years to go. Principal’s consent granted. — 
Please write to: N. G. Jiwa, 7 Hillfield 
Avenue, Hornsey, London N8. 
TRANSFER OF ARTICLES. — Two years’ 
all-round experience with medium-sized 
City firm. Good at incomplete records, 
seeks immediate transfer. Principal’s consent 
available. — Please write Box TO 2359. 
TRANSFER OF ARTICLES wanted in 
London or North-west. Three and a half 
years’ experience, varying from public com- 
pany audit to incomplete records. Final Part I 
taken May 1971. — Box IO 2319. 

YOUNG COMMERCE GRADUATE of 
Dacca University, age 21, having completed 
one and a half years’ articles with A. F. 
Ferguson & Co, Chartered Accountants, 
seeks articleship in a reputed firm of U.K. — 
Those interested may please contact Mr 
Maqbul Quader, c/o Manzur Quader, 
Manager, National Bank of Pakistan, Hong 


ong. 
YOUNG A.C.A., Part II May finalist with 
good pass record seeks immediate transfer. 
Principal's consent obtained. Articles expire 
in October. Ready to enter into service 
contract if required. - Box YA 2302. 
YOUNG MALAYSIAN CHINESE seeks 
transfer of articles to progressive firm in 
London. Passed recent Intermediate exam. 
Two and a half more years of articleship to 
complete. Principals consent obtained. -= 
Write to Y. F. Loh, 4 Inverness Terrace, 
London W2 3HY. 
YOUNG PAKISTANI (M.Sc.) seeks articles 
anywhere in England. Preliminary exempted. 
Two and a half months’ experience in 
chartered accountants’ firm in London. Two 
years in Pakistan. — Box YP 2292. 
YOUNG TANZANIAN with eight ʻO’ 
levels and two years’ office experience seeks 
five years’ articles, preferably in London. 
Available anytime for interview. — Box 
YT 2357. 
YOUNG (20), energetic overseas graduate in 
commerce with first-class auditing and 
advanced accounting (distinction), seeks four- 
year articleship. Available immediately. — 
Please write, Abdul Husain Basrai, 2 Ridgway 
Place, Wimbledon, London SW19. 


. with view to be third partner after pro- 






Kr 
TOA 
YOUNG TANZANIAN ASIAN with five 
‘ʻO’ levels and two ‘A’ levels seeks fi U 
years’ articles. Preliminary exempted. — 
YT 2393. 






































PARTNERSHIPS 
AND PRACTICES 


ACCOUNTANCY PARTNERSHIP 
SUCCESSION CONSULTANTS. - The 
recognized medium for sale and purchase of 
practices and partnerships for over forty 
years. Valuations. - GORDON FORD & 
CO, Westminster Bank Chambers, London 
Bridge, London SEI (HOP 1209). bic 
ACCOUNTANT (A.T.LL), with a qualified 
assistant, seeks working arrangement with 
busy accountant(s) on a permanent basis. — 
Please write Box AA 2362. d, 
ACCOUNTANTS HAVE a vacancy for _ 
a senior accountant at their Folkestone ` 
branch. The position offers scope as 
manager after a probationary period ` 
with prospects of a partnership within — 
a limited period. — Particulars to W. H. if 
French & Co, 21 Cardiff Road, Luton, Mr 
Bedfordshire. E 
ACCOUNTANTS, HEREFORDSHIRE 
(two partners) require qualified accountant 


ec 
bationary period. Will be partnerimans Ser ` 
separate branch office fully established and 
equipped, library, etc., small country town. ` 
Box AH 2361. VER 
ACCOUNTANTS (young) operating area 
S. London, Kent, Surrey, seek block of fees 
or practice £500 to £3,000 G.R.F. for re 
or other terms if preferred. Any proposition ` 
considered. — Box AY 2402. Ls. 


Ka, 


- 


á az 
"Ae, 
Sy 


A SUBSTANTIAL FIRM of West End — 
Chartered Accountants is looking for ` ci 
provincial and Home Counties practices _ 
with gross recurring fees of between — 
£20,000 and £40,000. — Please write Box ` 

AS 8083. it eam 
ag 


BRIGHTON, SUSSEX, area. — Accountant — 
wishes to purchase small practice in Brighton — 


area of Sussex. All replies dealt with in 
strictest confidence. — Box BS 2395. ye 
AC- 


D 
<1 


BIRMINGHAM CHARTERED C- 
COUNTANTS wish to contact practices in 
Birmingham/West Midlands area who wish ` 
to dispose of practices or blocks of audits — 
producing EE to £15,000 G.R.F. — Apply © 


ox BC i oe 
BUCKS, BERKS, OXON, HERTS OR ` 
BEDS. - Practice or blocks of audits Tee | 
quired now or arrangement considered with ` 
practitioner contemplating retirement. - 
Box BB 2364. KE: 
CERTIFIED ACCOUNTANTS require © 
block of fees or small accountancy practice ` 
in the Bedford/Northampton area. — Box ` 
CA 2338. bai: 
CHARTERED ACCOUNTANT (30), North ` 
London, own offices, G.R.F. £4,000, wishes — 
to hear from practitioners with a view to ¢ 


€ 


working arrangement or partnership, — Box 
CA 2394. eo 
CHARTERED ACCOUNTANTS, WC2, — 
seeks arrangement or amalgamation with 

firm having spare accommodation in that 
area and preferably fees in the region of 
£50,000. — Box CA 2308. RK 


H 


CHARTERED ACCOUNTANTS FOR E 
HONG KONG PRACTICE oa 
A leading firm of Chartered Accountants in Hong Kong with a large international lEs 


clientele has vacancies for young European unmarried Chartered Accountants. The oe 
practice provides wide experience of all classes of professional work and employs a 
a staff of over 400. Conditions of employment are first-class and the opportunity 
exists for early promotion to Manager status for persons with the necessary potential. 2 


The first tour is for a period of two years and the commencing salary and allow- 


ances will be in the range of £2,800 to £3,800 per annum depending upon pre- and EN 
post-qualifying experience. Other benefits include: ` 


(a) Three months paid leave at the end of the tour. Kr. 


(b) Free passages to and from Hong Kong. Km: 


(c) Contributory Provident Fund Scheme. 


(d) Non-contractual annual bonus. 


(e) Kit and Club Allowance of £82°50 upon commencement of tour. 


(f) Medical expenses benefits. 
(g) Interest-free car/furniture loans. 


Taxation in Hong Kong is low and would be approximately 6% on remuneration 


and allowances of £2,800. 


A partner on home leave in August will be available to interview applicants. 
Meanwhile, applications including telephone numbers should in the first instance be 


addressed to Box CA 8113. 











_ CHARTERED ACCOUNTANTS wish to 
contact young practitioner who has time 
available for outside audit work, mainly 
_ in the London area. — Box CA 2365. 

QTY FIRM of chartered accountants with 


_G.R.F. £30,000 and good offices, not fully 


wo years. — Box CF 2259. 
FIRM with three partners and G.R.F. 





_ CITY e . 
£50,000, senior partner nearing retirement, 

_ seeks merger. — Box CF 8107. 

_ FORWARD LOOKING DERBYSHIRE 


_ firm of chartered accountants with expansion 
Wiem would like to hear from others wishing 
to dispose of practices and/or blocks of 
_ audits. Suggestions also invited from over- 
= burdened practitioners and those con- 
` png retirement. — Apply Box FL 


HOLBORN CHARTERED ACCOUNT- 
_ ANTS, four partners, gross fees around 
` £50,000, lease expiring March 1972, seek 
' working arrangement in Central London with 
a similar or smaller firm with a view to 
eventual amalgamation. — Box HC 2380. 

_ NORTH OF ENGLAND, Midlands, or north 
_ Wales. Chartered accountant (28), would 
' welcome discussions with sole practitioner 
| contemplating retirement now or within few 


years with view to partnership succession to 


D 


practice, — Box NO 2339. 

K ORTH LONDON chartered accountants, 
_ G.R.F. £30,000, seek merger, or association 
ie with view to merger or succession. — Box 
NL 2367. 


D 
ks 
et 










_ Inquiries are particularly invited from prac- 
_ titioners who are contemplating retirement. — 
_ Box OE 2329. 

OXFORDSHIRE GLOUCESTERSHIRE, 
= SOMERSET OR WILTSHIRE. — Chartered 

"accountants wish to purchase a practice 
_ preferably with £10,000 to £40,000 fees p.a. 

_ A merger giving similar effect would also be 

of interest. — Box OG 2368. 

PARTNERSHIP AVAILABLE in practice 

south west of Birmingham. G.R.F. £15,000 

approximately. Capital required for 50 

per cent share £11,500. — Box PA 2390. 
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PARTNERSHIP OPPORTUNITIES. — 
A NUMBER OF EXCEPTIONAL 
_ PARTNERSHIP OPPORTUNITIES 
~ NOW EXIST FOR AMBITIOUS 
QUALIFIED ACCOUNTANTS IN 
THE U.K. CONTACT US IN STRICT- 
EST CONFIDENCE FOR CAREFUL 
P ATTENTION AND ACTION. - AC- 
COUNTING ASSOCIATES, 168 
= FINCHLEY ROAD, LONDON NW3. 
(01-794 0202.) 


Ver / 












SALE OR MERGER well-run Birmingham 
_ practice with good staff and accommodation. 
_ G.R.F. exceeds £30,000 p.a. Principal will 
remain. — Box SO 2251. 
= SOLE PRACTITIONER wishes to acquire 
= a block of audits in the Leicestershire area, 
_ in the region of £5,000-£10,000 G.R.F. —- 
- Box SP 2278. 
_ SOLE PRACTITIONER wishes to acquire a 
_ practice or blocks of audits in the Bourne- 
- mouth/Salisbury/Southampton area. — Box 
S SP 2260. 
SUBSTANTIAL LONDON CHARTERED 
_ ACCOUNTANTS, handling a large variety 
_ of work of all sizes, offer partnership in two 
_ years (or less) to a chartered accountant 
Gë all-round experience at managerial 
f level. He must be ambitious and have a 
_ tremendous enthusiasm for the professional 
1 ife The commencing salary will not be less 
_ than £3,000. - Box SL 2381. 
“TWO A.C.A.s will welcome contact with 
 practitioner(s) in Southern England with 
“view to partnership/working arrangement, 
Jeading to acquisition within three/five 
` years. — Box TA 2382. 
a. SEEK a chartered accountant of 
exceptional ability to join our south-east 
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Hertfordshire firm, leading after a period 
dependent on age and ability to full part- 


nership. The successful applicant, aged about 
p 25-28, will have acquired, during articles, 
-substantial experience of taxation, incom- 
_ plete records and small audits. Ideally this 
will have been followed by a period with a 
 Jarge firm so that he or she will be possessed 
G of a comprehensive experience. During his 
employment with us the applicant will assume 
_ responsibility for the smooth production of 
` work and will be expected to assist in training, 
_ staffing and formulation of working pro- 
`. cedures leading quickly to the assumption of 
partnership responsibility. A salary of up to 
£3,000 will be offered. — Box WS 8095. 
WILTSHIRE. — Chartered accountants with 
some fees available in this area seek to pur- 
chase a practice large or small, or to have an 
association with existing firm. — Box WC 


2277. 
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BUSINESS 
OPPORTUNITIES 


A BACKED SERVICE. — Limited companie 
formed (seven days) or ready-made. — £33. — 
Clifton Secretarial Agency, 55 Stoke Newing- 
ton Church Street, London N16 (01-254 7310). 
ABANDON CHASING THAT MORT- 
GAGE. — 100 per cent loans to qualified 
accountants up to £8,000. High advances to 
20,000. Survey fees repaid on completion. 
Personal attention of a director. — Profes- 
sional Mortgage Services, 5-7 Muswell Hill, 
London N10 (TUDor 9595). 
A BARGAIN. — Ready-made companies. 
All trades — rapid company formations 
(under personal supervision of T. A. Herbert, 
LL.B.). Annual returns 20p per doz. (post 5p). 
— Business Economy Company Registrations 
Limited, 133 Moorgate, London EC2 
(01-628 8821/2/3). (Late of Strand, WC2.) 
A COMPANY FORMED PROMPTLY. — 
Fifteen guineas, incl. seal, books, mem., and 
arts. Also re-registrations and ready-made 
companies. — Reichmann & Wing Ltd, 40 
Silver Street, London N18 (01-803 3036). 








BUILDER’S BUSINESS FOR SALE 


Opportunity to purchase an old-estab- 
lished Building Contractor’s business. 
Goodwill including Tax Loss over 
£100,000 and Plant. Twenty-one year 
lease of yard can be negotiated. 


Box BB 8114. 





COMPANY FORMATIONS 
READY-MADE COMPANIES 
£40 inclusive 
COMPANY SEARCHES 


for 
immediate attention 
write or phone 


THE COMPANY LAW 
AGENCY LIMITED 


Temple Chambers 
Temple Avenue 
London EC4Y 0HP 
01-353 1223 01-353 2605 





EXPRESS COMPANY 
REGISTRATIONS LTD 


FOR PROMPT FORMATIONS 
FEE £13 plus duties 


also 
Werder COMPANIES 


(Dept A2), 30 CITY ROAD 
LONDON ECI 
01-628 5434/5 





FIRST / SECOND MORTGAGES, 
BRIDGING LOANS AND OTHER 
FINANCE. Inquiries Invited. — Write: 
APEX MORTGAGE AND FINANCE 
CO, Norman House, 105-109 Strand, 
London WC2. or tel. 01-529 6763. 


HART & CO 


(CITY ROAD) LTD. 
1-3 
Leonard Street 


————— 


London E.C.2 


HART FOR COMPANIES 


PROMPT, EFFICIENT SERVICE 
£13 plus stamp fee 


READY-MADE £40 
For accountants and solicitors only 
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LEWIS, COATES 
& LUCAS LTD 


LAW STATIONERS 


READY-MADE COMPANIES FOR 
SALE with memo and arts, seal and 
statutory books. Guaranteed no trading. 
Transferred in ten minutes. 


£40 (inclusive) 


30/40 Featherstone Street, London ECI 
01-253 2977/8/9 Telex 262687 


Established 1921 





READY-MADE COMPANIES £40 (in- 
clusive) transferred immediately. Companies 
registered from £15 plus duty. Searches 
carried out. — Graeme Ltd, 61 Fairview 
Avenue, Gillingham, Kent (Medway 32558). 
Code OME4. 

TAXATION LOSS COMPANY, still trad- 
ing, required. Pattern or tool making, general 
engineering. Assignable loans an advantage. — 
Box TL 2323. 

TAX LOSS COMPANY FOR SALE. - 
Raincoat manufacturers in Manchester. Tax 
loss £14,000. — Apply: Farrell Leon, Daniel 
Herman & Co, Chartered Accountants, 
10 Charlotte Street, Manchester M1 4FL. 
TAX LOSS COMPANY in residential 
building/development which is still trading 
and whose main activities are in Essex or 
Herts is required. Vendors must be able to 
procure transfer of all debts to purchasers. — 
Box TL 2370. 

TO COMPLETE A LIQUIDATION, four 
company registrations for disposal at mini- 
mal price plus cost of transfer. Two have 
nominal and issued 6,000 £1 shares (one 
formed in 1900), third has £5,500 in prefer- 
ence and ordinary all issued, and fourth 
£2,500 nominal with £1,000 issued. All 
companies operate in manufacturing mainly 
with metals. None have assets. — Please write 
Box TC 2268. 

100 PER CENT MORTGAGES available for 
house purchase at current rates 66 per cent 
maximum, 8 per cent gross. Re-mortgages 
9 per cent gross. Other inquiries considered. — 
State requirements to Callander Securities 
SE 54 Bow Lane, London EC4, (CITy 
3376.) 


MORTGAGES UP TO 


100’/. 


AVAILABLE TO QUALIFIED 
ACCOUNTANTS 


ON SUITABLE PROPERTIES 


Write for further details to: 


M. A. NOBLE (Ins. Bks) LTD 
25 Market Place 
Newark, Notts 


Phone Newark 6684 


BUSINESS PREMISES 


INSOLVENCY PRACTITIONER requires 
immediately office accommodation with 
usual office services. — Box IP 2331. 
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ACCOUNTING 
MACHINERY 


We can offer from stock fully guaranteed 
rebuilt National, Burroughs, Sensimatic, 
Sundstrand and Elliott-Fisher flat-bed 
accounting machines. 

Loan machines free during overhaul 
and decimalization conversion. 


HIRE, H.-P., LEASE 
P: & P. 


NATIONAL 
APPLIANCES 


5/7 Paul Street, London EC2 
Tel. 01-606 9440/9442 
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ACCOUNTS SUPERBLY TYPED at low 
cost. — Return postal service for urgent 
work. — Accountants’ Typewriting Service, 
279 Runley Road, Luton. Telephone 23147. 
ADDERS, CALCULATORS, REBUILT 
NATIONAL ACCOUNTING MACHINES, 
31 and 32, typewriters and duplicators, sold 
hired, bought, repaired, terms. Burroughs 
accredited dealers. — MacVeigh & Larkin, 
55 Cowcross Street, London ECI (opp. 
Farringdon Station). (CLErkenwell 7434.) 
FOR SALE. — Two Remington Aristocrat 
accounting machines model 602.62. Two 
registers, photo-electric double front feed, 12 
figure keyboard, £99 million capacity. 1967 
models fully decimalized. — 01-672 1271. 
FOR SALE. — N.C.R. Class 31. Cost £2,840 
new June 1969. Decimals. Offers above 
£750. — Tel. 01-508 2295. 


FACSIMILE TAXATION FORMS 


and 
COMPANY FORMS 
A Comprehensive Range 


all at 
£2-20 per 100 (plus postage) 


SHARPTHORNE 
PRESS LTD 


149 Stafford Road, Wallington, Surrey 
Tel. 01-647 9510 





HIRE HIRE HIRE 


All models of Sensimatic accounting 
machines available for short- cr long- 
term rentals. 

For details of this unique service 
write or telephone: 


Goodson Calculators 


55/61 Moorgate, London EC2 
(MONarch 5405) 





NAME-PLATES MADE IN SEVEN DAYS 
(in modern plastics or aluminium). Bronze, 
brass, stainless steel directory boards and 
rubber stamps also supplied quickly. Send 
required wording for free design. — Austin 
Luce & Co, 59 College Road, Harrow, 
Middlesex (Tel. (Sales) Northwood 24326). 
STORAGE. — Document storage a speciality. 
A confidential experienced search service is 
offered. — Oates Removals Ltd, South 
Maltings, Barnack Road, Stamford, Lincs. — 
Telephone Stamford 2306. 

UP TO 30 PER CENT DISCOUNT on 


branded carpets. Wiltons, Axminsters, 
Orientals, Tufted. £200,000 carpets on 
display in our extensive London and 


provincial showrooms. All makes available 
with full manufacturers’ guarantees. Free 
delivery U.K. No imperfect goods sold. 
Expert fitting service available most areas. — 
Write stating requirements or for introduction 
to showrooms in most main cities. Quote ref. 
A.C.—Dodson-Bull Carpet Co Ltd, 5 & 6 Old 
Bailey, London EC4, Tel. 01-248 7971 (ten 
lines); also at 90-92 Pilgrim Street, Newcastle 
upon Tyne, Tel. 20321/21428; 55/61 Lever 
Street, Manchester. Tel. 061-236 3687/8/9; 
268 Old Christchurch Road, Bournemouth, 
Tel. 21248; 2-3 Royal Londen House, Queen 
Charlotte Street, Bristol 1, Tel. 28857; 
12 Great George Street, Leeds 2, Tel. 41451; 
164 Edmund Street, Birmingham, Tel. (021) 
236 5862; 495 London Road, Westcliff-on- 
Sea, Tel. Southend 46569, and 2-5 North 
Road, Brighton, Tel. 66402. 





STOCK VALUERS 


THE JOHN CHURCHILL 
ORGANIZATION 


Stock-taking an valuation staff available 

throughout the United Kingdom. 
Distributive and industrial stocks 

inventorized and valued for audit, probate, 


merger verification purposes. 


Stock control card/record systems 
checked and corrected periodically or 
perpetually. 

JOHN CHURCHILL & CO 


INCORPORATED VALUERS 


Head Office 
155 HIGH ST, BROMLEY BR1 1JE 
Tel. 01-460 8601/9220/5550 
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Rules for Forecasters 


HE isolated publicized case apart, the sounds of battle raging over 

take-over bids has been muted in recent months. That the time will 
come when rising quotations will encourage some skirmishing between 
undertakings wishing to enlarge their empires, can hardly be doubted. 

In all such bids the biggest problem is to strike the price which will 
tempt the sitting shareholders, without skimming off the cream for the 
purchaser. There may be occasions when factors other than future profits 
are the key determinant of the right price, but — generally speaking — 
some bids appear to be no more than someone’s optimistic estimate of his 
managerial skills. 

The existence of a panel on take-overs and mergers, whatever view 
one may hold of its efficacy, serves as a reminder of past burnt fingers and 
disappointed shareholders. Nor is it entirely fortuitous that strictures 
on the accountancy profession have coincided with the publicity afforded 
to erroneous profits forecasts or excessive asset valuations. 

Accountants are experts, after all, and, if the public is to continue to 
regard them as such, then the error rate in such forecasts cafinot be allowed 
to rise too high. As with dogs, one bite may be forgiven, but not more! 
The mere fact that no competent professional accountant would claim for 
any estimate of future profits or asset values anything more than good 
judgement based upon the available facts does not alter the public's 
frequent misconception. 

The only way in which this particular chink in the profession’s technical 
armour can be protected is to stress, loud and clear, the limitations of any 
such ‘forecast’ or valuation. It might be better if accountants were to 
employ the term ‘projection’ rather than ‘forecast’, as do the statisticians 
and demographers; not that this helps them very much if and when the 
estimate is disproved. 

In the light of such considerations, any guidance to the profession on 
such matters is to be welcomed, particularly when it contains much good 
sense as does the latest Practice Note (No. 6) prepared by the Panel on 
Take-overs and Mergers after consultation with the English Institute. 
Its theme is the need to emphasize in public documents containing esti- 
mates of future profits or asset valuations, the limitations and assumptions 
upon which such figures have been estimated. 

The Practice Note rightly stresses that the main object of circulars 
relating to bids is often ‘to persuade shareholders either to accept or reject 
an offer’. Thus, while in a prospectus making a public issue any such 
estimates or forecasts tend often to be on the conservative side, in a 
take-over the basis of the bidder’s offer may be more optimistic. 

It is certainly no defence for the accountancy profession to remind 
shareholders that all such forecasts are the sole responsibility of the 
directors. As the Practice Note so mildly observes, ‘the financial advisers 
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and accountants obviously have substantial influence 
on the information given in a circular about assumptions’. 

On the other hand, the authors of the Note are perhaps 
unduly optimistic when they assert that, by prior explana- 
tion in the circular of the uncertainties surrounding any 
forecast, they may ‘so protect themselves from subsequent 
unjustified criticism if the forecast is not achieved’. Share- 
holders who have just lost their shirts are unlikely to be 
either so charitable or as rational. 

Whether the caveats which the Note enjoins accountants 
and financial advisers to append to their forecasts for their 
own protection will achieve such a result, they should at 
least help to moderate the heady enthusiasm which often 
motivates shareholders faced with conflicting offers from 
rival bidders. 


Share Valuation 


oe Lynall case, which has aroused a great deal of 

professional interest and is of considerable importance 
to all owners of shares in private companies, opened in the 
House of Lords last Monday. 

Mrs Nellie Lynall died on May 2ist, 1962, leaving 
67,980 ordinary shares in Linread Ltd which accordingly 
were charged to estate duty. They were valued originally 
by her executors at £2 per share for estate duty purposes. 
The Inland Reyenue valued them at {£4 and the executors 
appealed. , 

In the High Court (47 ATC 312) the value was fixed 
at £3 10s on the footing that, in valuing the open market 
price, only published information about the company, 
together with such extra information as the directors 
were in fact prepared to give, should be taken into account. 
The ‘extra information’ from Linread was practically nil. 

Expert evidence given in the High Court on behalf 
of the Revenue was that boards of directors would invari- 
ably give to the professional representatives of a potential 
purchaser of a substantial block of shares, certain in- 
formation covering, e.g., the possibility of a public issue; 
and such a public issue was being discussed by the board 
of Linread Ltd at the time of the death. The High Court 
held further that, if it was proper to take such infor- 
mation into account, the open market value of the shares 
was {1 higher, i.e., £4 ros each. 

The Inland Revenue appealed, successfully, to the Ccurt 
of Appeal (Re Lynall (deceased) 48 ATC 376), where it 
was held that on the expert evidence it was proper to take 
into account the public floatation discussions, notwith- 
standing that evidence had been given that the board of 
directors would not have disclosed them. The point, was 
made that the expert evidence had not been challenged, 
and the valuation was accordingly increased to £4 ros. 

Opening the case for the executors in the House of 
Lords this week, counsel criticized the previous House of 
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Lords’ decision in Re Crossman (deceased) (15 ATC 94) 
in which it had been held that where the articles of a 
limited company imposed restrictions on the transfer of 
its shares, so that the open market postulated by section 
7 (5) of the Finance Act 1894 did not in fact exist, then one 
must assume that (despite the articles), the hypothetical 
purchaser was a person who would be registered as a 
member in respect of the shares in question. He would 
then be subject to the same rights and liabilities as any 
other member, and the valuation was to be made on this 
basis. 

Counsel for the executors made frontal attack on this 
so-called Crossman principle, pointing out that a share 
in a limited company was no more than a bundle of rights 
and liabilities. Where there were restrictions on transfer, 
with rights of pre-emption in other members, then those 
restrictions were just as much part of the shares as any 
other of the bundle of rights and liabilities. There were 
no shares existing independently of the restrictions on 
transfer. It followed that the property to be valued was the 
totality of the rights and obligations, and it was the market 
value of that bundle of rights (including the restrictions 
on transfer) which had to be estimated under section 7 
(5). In support of this contention, counsel quoted exten- 
sively from the judgment of Kenny, J, in AG(I) v. 
Jameson (1904 2 IR 218, 644). 

The House of Lords decided comparatively recently 
to reconsider its own decisions in certain cases. Even so, 
the task of those who wish to have a Lords’ decision over- 
ruled is not easy. First, it has to be shown that the House 
was wrong in the earlier case; then the House has to be 
persuaded to exercise its discretion not to follow that 
earlier case. 

Counsel said there were several reasons, in the present 
case, for exercising the discretion in favour of the executors, 
assuming that he could establish that the Crossman prin- 
ciple was wrong. This was a taxing Act and ought to be 
construed strictly against the Inland Revenue. It was 
unlikely that any subject had altered his position to his 
own detriment, relying on Crossman. 

Finally, there was a provision in the estate duty legis- 
lation which forbade the reopening of cases which had 
already been settled on what was then an accepted view 
of the law. It followed that a reversal of Crossman 
would not give rise to widespread revision of settled estate 
duty cases. 

When the House has finished hearing Re Lynail, it will 
proceed to the hearing of a capital gains tax appeal which 
also turns on the valuation of shares (Hinchcliffe v. 
Crabtree [1971] 2 WLR oa), In Crabtree’s case the shares 
were quoted on the London Stock Exchange on April 
6th, 1965, and were sold in August of the same year 
pursuant to a public offer at a price much higher than the 
quotation. 

Although there is no specific enactment about it, quoted 
shares have usually been valued for estate duty purposes 
on the basis of the quoted price. For capital gains tax 
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purposes the government of the day sought to enshrine 
this rule in section 44 (3) of the Finance Act 1965, which 
provides for the open market value to be arbitrarily fixed 
by reference to the London Stock Exchange prices, viz. : 
‘except where in consequence of special circumstances 
prices so quoted are by themselves not a proper measure 


of market value’. 
The takeover was the subject of active negotiations 
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already proceeding on April 6th, 1965, which Pennycuick, 
J, held to be such ‘special circumstances’ and increased 
the valuation accordingly. However, the Inland Revenue 
persuaded the Court of Appeal to the contrary and Mr 
Crabtree has appealed. 

These two appeals coming together have put the Inland 
Revenue into the somewhat curious position of arguing 
both for increased and decreased valuations. 





CURRENT AFFAIRS 


Problems in Programme 


Budgeting 


S with all new developments, particularly in the management and ad- 
ministrative field, there is a danger that those who seek to use them will be 
carried away by their own enthusiasm for something new. This, it may well 
be said, has on occasions happened with cost benefit analysis, described by one 


critic as nonsense on stilts. 


As far as planned programme budgeting systems are concerned, or PPBS 
to give it the shorter title, those who have begun to use this technique are 
tending to be rather more cautious. This caution is very evident in the papers 


presented to a seminar on PPBS 
organized by The Institute of Munici- 
pal Treasurers and Accountants in 
London last February, and now pub- 
lished in pamphlet form under the 
title Programme Budgeting — Some 
Practical Problems of Implementation 
(£150). 

The emphasis in these papers, most 
of which have been prepared by local 
authority treasurers who have been 
experimenting with PPBS, is inevit- 
ably in the public sector and is con- 
cerned with relations between central 
and local government. A nice turn 
of phrase ‘paralysis by analysis’ pro- 
vides a reminder that many critics 
are concerned that it is not sufficient to 
analyse and plan; there must be ade- 
quate provision for ensuring that the 
plans can actually be carried out! 

As with any new technique, much 
time needs to be spent not so much in 
selling the new approach to problem 
solving, but rather to ensuring that 
those in authority understand what is 
being done in their name. American 
experience discussed by Mr I. C. 
Hancock, B.COM., F.C.A., suggests that 
PPBS has the potential to make a 
significant contribution to the im- 
provement of the planning, decision- 
making and management control pro- 


cesses in government and other non- 
profit making organizations. 

But, as another speaker, Mr J. V. 
Miller, M.A., F.I.M.T.A., observed at 
the outset of his paper, one of the 
difficulties of trying to be practical 
about PPBS is that there is still very 
little practical experience anywhere. 
Mr J. Woodham, ` B.sc.(ECON.), 
F.I.M.T.A., and Mr G. D. Nicholson, 
F.I.M.T.A., treasurers of Tees-side and 
Islington respectively, provide an in- 
teresting insight into their particular 
efforts to apply PPBS, while Mr 
Hender, F.I.M.T.A., chief executive 
of Coventry, reminds the reader of 
the need for information systems 
before launching any PPBS, and Pro- 
fessor A. Williams of the University of 
York provides a final comment on the 
eight technical papers. 


Old and New 


SILVER centrepiece, likened to 

‘a gleaming interpretation of the 
old accountant’s pen nib’, has been 
commissioned as the gift of the 
Worshipful Company of Goldsmiths 
to The Institute of Chartered Ac- 
countants in England and Wales. The 
formal presentation will be made in 


Goldsmiths’ Hall on July 21st by the 
Prime Warden of the Company, Lord 
Amory. 

Intended to adorn the entrance to 
Chartered Accountants’ Hall, the cen- 
trepiece has been designed to har- 
monize with the vaulted ceiling of 
the entrance hall. Standing 21 inches 
high and containing some 80 ounces 
of silver, it was designed and executed 
by Robin Betesford, a young silver- 
smith who trained at Canterbury and 
the Royal College of Art and now 
has his own workshop in Ashford, 





Kent. The centrepiece was commis- 
sioned by the Goldsmiths’ Company 
as part of a scheme to encourage a 
wider appreciation of young designers 
and craftsmen. 
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New Canadian Incentive 


EGISLATION introduced into the 
Canadian parliament last month 
continues the principle of a low rate 
of tax for small corporations but 
changes the rate and income limit 
while also restricting the concession 
to the net profits from carrying on an 
active financial, commercial, industrial 
or professional business. Income taxed 
at the low rate must be used for 
direct business purposes, accumulated 
as cash or invested in short-term 
notes for future expansion, or paid out 
as dividends. Excluded from the 
concession are public corporations 
and their subsidiaries and any cor- 
poration which is foreign-controlled. 
The rate is raised from 21 to 25 per 
cent. As the general corporate tax 
rate will be cut by one percentage 
point each year until it drops from 
the present rate of 50 per cent to 
46 per cent, the concession to small 
businesses will fall from 2g per- 
centage points to 21. The annual 
income limit will be raised, however, 
from $35,000 to $50,000 so that the 
maximum benefit in any one year will 
be $12,500 in the first year of the 
new system, reducing to $10,500 in 
1976. The present maximum is $10,150. 
An interesting feature of the new 
incentive is the cumulative limit of 
$400,000 taxable income, calculated 
in relation to the total income of the 
corporation and not merely its ‘busi- 
ness’ income. This ceiling is relaxed 
if dividends are paid, every $3 dis- 
tributed raising the ceiling by $4. 
The effect of this concession is to 
prolong the life of the incentive for an 
individual business indefinitely. 

A contributed article on the tax 
position of the smaller business, par- 
ticularly in Canada, appears on other 
pages of this issue. 


Capital Gains Record 
ER the changes and the 


consequent modest amelioration 
of the treatment of capital gains 
effected by Mr Barber in the Budget, 
taxpayers and their advisers will still 
need to maintain detailed records of 
all transactions. 

For the practitioner and the tax- 
payer with an active investment policy 
the latest edition of Capital Issues, 
1965/66—1970/71, published by Extel 
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Statistical Services Ltd will be 


welcomed. This is the sixth edition 
which, like its predecessors, covers all 
stocks quoted on British stock ex- 
changes on April 6th, 1965, and all 
subsequent changes in those stocks, 
together with all new stocks added to 
the lists since that date up to April 
5th, 1971. 


Following discussions with the 
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authorities, the book and the three 
quarterly cumulative supplements — 
which appear at the end of each 
calendar quarter — have been con- 
verted to decimal currency. With 
its companion volume the Annual 
Dividend Record, the busy practitioner 
will find his labours of compiling or 
verifying clients’ schedules greatly 
eased. 


Scottish Hosts to UEC Committee 


R A. I. MACKENZIE, GA. 

Junior Vice-President of The 
Institute of Chartered Accountants 
of Scotland, welcomed members of the 
Commission de Lexicologie Comptable 
de [UEC and their ladies to 
an informal dinner held by the 
Institute at the conclusion of a three- 
day meeting in Perth last week, when 
the international committee was work- 
ing on a multi-lingual dictionary. 

The Lexicography Committee of 
the UEC, whose chairman is Mr J. C. 
Stewart, C.A., a Past President of the 
Scottish Institute, comprises account- 
ants from Belgium, Denmark, France, 
Germany, Holland, Italy, Portugal, 
Spain, and Scotland (the host country 
on this occasion). 

Although but one of the several 
committees of UEC working on topics 
of international importance, the Lexi- 
cography Committee is probably busi- 
est, and has almost completed the 


task of revising the UEC Lexicon — 
a handbook of business and accounting 
terms in several languages. The first 
edition, which was published in two 
parts — in 1961 and 1964 — covers 
seven languages, but the second edition 
will extend to eight languages, and 
include a number of additional terms, 
especially in the field of banking, 
taxation, and electronic data pro- 
cessing. This meant that at the Perth 
meeting the Committee was faced 
with the task of co-ordinating the 
definitions in eight languages of some 
141 terms. 

Good progress was made but one 
of the difficulties encountered was 
that some concepts did not mean the 
same thing in each of the countries 
represented, for example, ‘gross profit’. 
Nevertheless, although the full pro- 
gramme was not completed, satis- 
factory definitions were agreed for 
120 terms. 
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Seated: Fraulein Pfeifer, Assistant Secretary-General of the Commission; Mr J. C. Stewart, 
Chairman of the Commission, and Señor Estevez De La Fuente (Spain). Standing, left to 
right: Senhor Tomé de Brito (Portugal) ; Mr Fryd (Denmark) ; Professor Drs Zandstra (Nether- 
lands); Mr P. N. McMonnies (Scotland); Prof. Dr Perridon, Secretary-General, UEC; Dr 
Dieterich, Secretary-General of the Commission; Signor Amorosi (Italy), and Dr Köcke 


(Germany). 
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Some personalities at the recent Summer School at St Andrews of The Institute of Chartered Accountants of Scotland reported in last week's 
issue. Left. Left to right: Mr G. C. Patterson, CA President of the Institute; Mr E. H. V. McDougall, Secretary of the Institute; Mr J. T. H. 
Macnair, M.C., M.A., CA Mr J. W. Dallachy, MA C.A., a Past President, and Mr lan T. Morrow, C.A., F.C.W.A., ATI Comp.1.E.E., Vice- 
President. Right. Left to right: Mr G. D. H. Dewar, C.A., a Past President; Mr K. R. Macdonald, B.Com., A.C.A., Secretary of the New Zealand 
Society of Accountants; Sir William Slimmings, C.B.E., D.Litt., C.A., a Past President; Mr R. D. Thomas, F.C.A., M.B.A., Executive Director of 
The Canadian Institute of Chartered Accountants; Mr Alexander McKellar, C.A., a Past President; Mr R. L. Donovan, BA B.Com., F.C.A., 
Secretary of The Institute of Chartered Accountants in Ireland, and Mr Niall Crowley, F.C.A., President of the Irish Institute. 


Chancellor Rectifies 
Finance Bill Anomaly 


HE level of taxation is one thing, 

but the change of time-table for 
collection of tax is quite another, in 
the view of The Country Landowners 
Association. 

As a result of a recent meeting with 
the Board of Inland Revenue, the 
Association has promoted 14 amend- 
ments in the House of Commons, to 
which the Chancellor has agreed, 
during the passage of the Finance Bill 
1971. Had these amendments not 
been made, an entirely impracticable 
amount of taxes would have been 
payable by agricultural landowners 
on one day, namely, January Ist, 
1974. The taxes would have comprised 
not only surtax on a whole year’s 
rents for 1972—73, but basic rate 
tax, higher rate tax, and additional 
rate tax on the whole of the rents for 
the following year. Since farm rents 
are receivable half-yearly in arrear, the 
total sum could, in fact, have exceeded 
Loop in the £ of a year’s rents, yet 
only half the farm rents for 1973-74 
would have been received by January 
Ist, 1974. 

The position now is that, subject 
to the Bill’s enactment, surtax defer- 
ment for 1972—73 is no longer limited 
to earned income but extends to rents 


and other unearned income not taxed 
by deduction at source. Furthermore, 
payments on January rst, which were 
to have been by halves in 1974 and 
1975, are now to be by equal thirds 
in 1974, 1975 and 1976. The Chancellor 
has, in addition, abandoned his original 
intention to charge interest on the 
deferred instalments. 

Taxpayers other than agricultural 
landowners will benefit from the 
concessions, including bank depositors, 
holders of War Loan, and even urban 
property owners (other than com- 
panies) regardless of their rents not 
being paid half-yearly in arrear. 


Relief for Surtax, not 
for Study 


HE original proposals for defer- 

ment of one-half of the surtax 
liability for 1972—73 have been relaxed. 
During the report stage of the Finance 
Bill earlier this week, the Chancellor 
of the Exchequer admitted that this 
clause as originally drafted was ‘too 
harsh’. 

The problem of overlapping tax 
was, he said, inherent in any proposal 
for unifying income tax and surtax. 
As a result of representations from 
various quarters, the Government 
proposed to increase the period of 


spread from two to three years, the 
tax being payable in three instalments 
on January Ist, 1974, 1975 and 1976. 
The deferred tax would attract in- 
terest only if payment was not made 
on the due dates, in accordance with 
normal rules. 

An amendment to the Finance Bill, 
proposed in the same debate by Mr 
Joel Barnett, F.c.c.a. (Lab., Heywood 
and Royton), sought to allow Schedule 
E taxpayers relief up to {50 per year 
‘in respect of purchase of overalls, 
tools of trade, books, professional 
journals and courses of study’. This 
proposal was defeated by 192 votes to 
163, the Financial Secretary to the 
Treasury (Mr Patrick Jenkin) main- 
taining the traditional view that, 
where facilities were not provided by 
the employer, it was for the employee 
to prove that he was required to 
incur the extra expense for the purpose 
of performing his duties. 


Two Minutes to Europe 


ITH particular topicality, 

the British National Export 
Council selected Wednesday, June 
23rd, as the date for its London 
première of the film Two Minutes to 
Europe. Introducing the film, the 
chairman of BNEC’s Export Council 
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for Europe, Viscount Caldecote, said: 


‘The trade of the six members of 
the Common Market, measured in 
terms of total imports and exports, 
exceeds £32,000 million and repre- 
sents some 30 per cent of world trade. 
If Britain and her three fellow appli- 
cants — Norway, Denmark and the 
Irish Republic — join, the Common 
Market will become the Western 
world’s largest single trading area. 

‘Whether we join or not, the six 
EEC countries have already become 
our largest export market, taking 21 
per cent of all we sell abroad. On our 
doorstep we have a market of 190 
million buyers with an expanding 
standard of living and increasing pur- 
chasing power.’ 


Two Minutes to Europe has been 
financed out of BNEC’s private bud- 
get without recourse to public funds. 
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The film forms part of a package deal, 
‘Market Europe’, which is designed to 
help all those engaged in industry and 
commerce to make the most of the 
trading opportunities provided by the 
Common Market. The other com- 
ponents are “The ‘Trendsetters’, a 
series of case studies of 31 British and 
eight continental manufacturers, am- 
plifying the story told in the film; 
and “The Pathfinders’, a reference 
work listing those bodies which are 
in a position to help exporters. 


Smash the Pigs! 


H OLDERS of piggy banks, charity 
collecting boxes and other forms 
of home saving are recommended to 
pay the contents into a bank without 
further delay. As previously stated 
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(The Accountant, May 20th and June 
24th), such boxes are believed to be 
holding a substantial proportion of 
the several millions of pounds in 1d 
and 3d coins still unaccounted for 
following decimalization. 

A spokesman for the Decimal 
Currency Board confirmed last week 
that their inquiries had shown August 
31st to be a perfectly feasible date for 
demonetization of the 1d and 3d, and 
that a formal recommendation to that 
effect had been made to the Chancellor 
of the Exchequer. Whilst it appears 
possible, in such an event, that the 
banks would continue to accept these 
coins in suitable denominations for a 
limited period as an act of grace, all 
holders of 1d and 3d coins should 
obviously be encouraged to obtain 
value for them without further delay. 





THIS IS MY LIFE 


When is a Contract? 


by An Industrious Accountant 


WENTY-FIVE years ago I was house-hunting. In 

those post-war days, demand was enormous, supply 
a trickle, and many weary week-ends were spent replying 
to advertisements. My wife and I scanned papers, phoned 
auctioneers, tramped rooms and stairs and muddy sites, 
and watched prices soar without reference to values. 
Indeed, to reconcile the glowing descriptions with the 
shabby realities was often a feat in itself. 

Came a summer day when a friend told me of a house 
in the country whose owner had failed to sell at his original 
price and was now anxious to cut his losses and get out. 
I saw the house-agent within the hour and got the keys. 
A fine old property, he smiled, in excellent condition: he 
knew it well, it was a give-away at the figure. 

It had minor flaws when I examined it, but it was spac- 
ious and strong and attractive. My architect was reassuring; 
he’d examined it for another imterested party; yes, founda- 
tions and roof structures were satisfactory and ground- 
damp was non-existent; no, he didn’t know why it hadn’t 
sold before. 

Feeling that my luck was in at last, I returned to the 
agent to talk about price. This had risen suddenly; another 
party had made inquiries that mid-day, he said, so better 
decide quick or risk losing it. My solicitor hadn’t cleared 
the title-deeds, I explained, and was to examine the house 
with me that afternoon. If he was satisfied, it was a deal 


at our final price, agreed there and then. We shook hands 
enthusiastically. 

The lawman was an active extrovert who believed in 
seeing for himself. He rushed round the boundaries and 
talked of rights of way, possible new roads, and cranky 
neighbours. He looked up the fireplaces, tapped the skirt- 
ing, and finally got a step-ladder to climb into the roof- 
space. I hadn’t done as much, I said; the architect had 
vouched for it. Come on up, he answered. 

There was a jagged hole in the hollow of the roof, near 
the chimney, with a pool of stagnant water below it. The 
adjoining cross-beams were rotten; the wood crumbled 
into flaky powder under my pressure. Only later did I 
learn of the architect’s illness. . . . 

I said ‘no deal’ to the house-agent, and told him why. 
He became coldly nasty. Wed shaken hands on the deal, 
he insisted; the solicitor had no function in the archi- 
tectural area. Personally, he’d expected better faith from 
a chartered accountant. I reminded him as sharply of his 
‘excellent condition’ statement, and we parted on bad 
terms. 

Last week our financial accountant told us his worries. 
He'd just agreed to buy a house at the advertised price, 
shaken hands on it with the house-agent, and gone home 
overjoyed to tell his wife. The following morning the agent 
phoned to say that another party had offered £200 more; 
unless our man could find a further £100 on top, the new- 
comer would have the property. 

The furious financial accountant talked of taking pro- 
ceedings for specific performance, but our more experienced 
office manager laughed at him. ‘Not a hope’, he said, ‘that 
sort of skullduggery goes on all the time.’ 

The late Lord Upjohn said in 1968 that persons dealing 
with a professional man are entitled to expect the highest 
standards of ethical conduct. It’s odd that his words should 
be so little known... . 
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CHARTERED ACCOUNTANTS’ OXFORD CONFERENCE 


International Business: The Growing 


LCOMING members to last week’s summer con- 
ference of The Institute of Chartered Accountants in 
England and Wales, the President, Mr A. H. Walton, F.C.A., 
said: ‘I am reminded of a book that was published some years 
ago, entitled Your God Is Too Small. I sometimes wonder 
whether the Institute of some of our members is not also too 
small’. 

Against Britain’s probable entry into EEC, the choice of 
the conference theme, said the President, showed crystal 
gazing of no mean order; and whilst ‘the eyes of the fool are 
in the ends of the earth’, he preferred — like the psalmist — to 
‘lift up his eyes unto the hills’. He was particularly pleased to 
welcome visitors from Australia, Canada, Germany, New 
Zealand and the United States, and hoped that the Institute, 
no less than Christ Church, would give them some abiding 
memories to take home with them. 


Chairman's address 


The conference chairman, Mr D. G. Richards, F.C.A., said that 
its purpose was to consider and to discuss in depth the pro- 
fession’s ability to deal with developments that were taking 
place in the legal and accounting fields. The growth of inter- 
national markets had superseded the traditional distinction 
between domestic and overseas trade. Multi-national rather 
than international business — ‘the modern corporation which 
transcends national boundaries’ — was the key to the future, 
and Britain’s accession to EEC would speed this process. 
Management must develop a genuine global outlook and choose 
the most favourable alternatives world-wide. 

‘I believe and hope’, declared Mr Richards, ‘that this confer- 
ence will be of equal benefit to us all, whether in practice or in 
commerce or industry. Our speakers are men of experience in 
multi-national affairs, who also practise what they preach’. 


Government and the profession 


Unfortunately, the Rt Hon. John Davies, M.B.E., F.C.A., 
J.DIP.M.A., who was to have spoken on ‘The world-wide chal- 
lenge to the accounting profession’, was obliged to withdraw 
on account of pressure of Parliamentary business — his place 
being taken at short notice by the Under-Secretary for Trade 
and Industry, Mr Nicholas Ridley. 

Mr Ridley expressed himself ‘most humble’ in such company. 
The absence of John Davies he described as a triple loss — as 
‘the boss of the outfit’, as a member of the Institute and as 
MP for the President’s constituency! 

The three professions most highly valued in Britain today 
were pop singers, merchant bankers and chartered accountants. 
Ignoring the first and second of these, the accountant’s skills 
were in particular demand to furnish quick and accurate 
information for decision-taking, and for protection of the 
investor. 


Challenge 


Crystal Gazing of No Mean Order 


The Companies Act 1948 had introduced a compulsory 
standard of recognition for auditors of companies, and the 
Government had no intention of altering the role of the State 
in relation to accountants’ duties. High standards were necessary, 
and the profession had accepted the very great responsibility 
of scrutinizing and — where necessary — disciplining its members. 

He was sorry that the integration scheme had failed last year, 
not only from the selfish viewpoint that it was easier for govern- 
ment to deal with a single body rather than several. The 
profession needed a unity of purpose, and he hoped to see fresh 
proposals made in the future. 


Monopolies Commission 


In a reference to the Monopolies Commission report on the 
professions, Mr Ridley agreed that the Government ‘entirely 
accepts’ the existence of non-commercial elements in a pro- 
fessional relationship, and that economic criteria would only be 
applied where they rightly belong. There were, however, areas 
in which competition should not be denied, and some restric- 
tions which benefited the practitioner rather than the client: 
every profession had a mixture of these characteristics. He 
quoted midwifery and stockbroking as the only professions 
which imposed a sex qualification for entry, and confessed — 
amid laughter - that he was unable to find any common element 
between the two! 

The study of the professions’ replies to the request to re- 
examine their practices promised to be a fascinating and 
informative exercise, and one which would inevitably take 
some time. 

He felt concern at the number of public company failures; 
it had been suggested that some companies seemed ‘all right 
until the receiver walked in’, and that directors were not fully 
aware of their companies’ financial position. Did this indicate 
that accounting systems were not holding up to the fast-moving 
times in which we live? He welcomed the work of the Ac- 
counting Standards Steering Committee; it was of ‘very great 
importance’ to secure uniformity of treatment in accounts 


and an improvement in the quality of information to share- 
holders. 


International practice 


Internationalism had been forced upon us by the events of fast 
transport, efficient communications and a general growing 
together of the business world. British accounting practice 
‘could no longer continue to operate in isolation’. The Govern- 
ment would prefer the profession to take the lead, whilst being 
ready to help and to consult wherever possible. It would be 
‘wrong to rigidify accounting practice by statute’ and there was, 
Ars Mr Ridley, ‘no intention of legislating on matters such as 
this’. 

In some countries, chauvinism, xenophobia and protect- 
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ionism had led to hostility towards ‘foreign’ accountants, even 
at the risk of losing overseas investment. The UK had a liberal 
policy, based on accreditation by reference to approved foreign 
qualifications without regard to quota or other restrictions. 

He saw the UK’s slow but steady progress towards EEC as 
‘inevitable and right for economic, political, defence and 
every sort of reason’; the consequences for accountants would be 
very widespread. Harmonization of company law would lead 
to changed relationships over a wide field, and there was already 
a proposal for a European company - Societas Europea — with 
common legal status in all member-states. 

The opportunities for British business and professional men 
to go out and take business in Europe were colossal. Differences 
of custom, practice and basic law should be resolved into 
something better than a ‘lowest common denominator’; nor 
could we cling to British tradition and practice ‘just because it’s 
easier’. ° 


Legal framework 


By a most unkind coincidence, Mr J. T. Brown, of Messrs 
Clifford-Turner & Co, solicitors, had been taken ill shortly 
before the conference assembled, and the paper on “The legal 
framework’ was delivered on his behalf by Mr R. G. Sanderson, 
M.A., F.c.A. Mr Sanderson described himself on this occasion 


-as ‘an overnight lawyer’ and said that the text would be Mr 


Brown’s, interspersed with a few comments of his own. 

Within the EEC countries there were no less than six varieties 
of commercial company, the most important being the Socteté 
Anonyme (S.A.) and Societé a responsabilité limitée (SARL). 
Effective power in SA companies rests with the president, 
elected by the board of directors, and the directeur-général 
nominated by the president; these two officers have virtually 
unlimited powers to bind the company vis-a-vis third parties, 
and board meetings tended — in Mr Sanderson’s experience — 
to be largely formal. 

SARL companies tended generally to be of smaller size, 
with fewer administrative formalities and consisting of only 
a few shareholders and a gérant or manager. All EEC juris- 
dictions attach considerable importance to the concept of 
preserving capital, and there are stringent rules on such points 
as raising the minimum subscription and issuing shares for 
assets other than cash. 

Mr Sanderson ended his presentation with a few words of 
practical advice on how to go about setting up in Europe; the 
most important feature, he said, was not simply to know what 
the law said but also the spirit in which it had been enacted. 
There were differences in outlook between the UK and foreign 
jurisdictions which required skilled interpretation, and he paid 
tribute to the assistance which was available from such sources 
as the banks, government agencies and embassies overseas. 


World-wide family 


Speaking on ‘Features of accounting for international 
operations’, Mr D. A. Rowe, C.A., group financial controller 
of Shell International, saw his presentation as ‘an aid to those 
who may be called upon to advise, assist or spearhead overseas 
activities’, and as a discussion-provoker rather than as a ‘how- 
to-do-it’. An international company or group, by definition, 
was not only operating overseas, or with investments or sources 
of income overseas; it had a national identity whilst trading 
across national boundaries. 

The ideals of an international group structure were sim- 
plicity, economy and flexibility; on the score of simplicity, a 
single company operating world-wide would soon become ‘a 
nightmare of complications’ and it was a matter of balancing 
administrative costs against identifiable profit sectors. Local 
incorporation offered a means of satisfying local staff aspira- 
tions — for instance, as ‘directors’ rather than ‘branch managers’ 


— and, whilst there might be six alternative structures in 
Europe, some parts of the world offered no effective choice in 
local incorporation. It was necessary, too, to consider carefully 
the degree of management control exercised from the centre, 
if overseas companies were not to suffer the worst of both worlds, 
both from UK taxation and from the local fisc. 


Pricing policies 


Whilst it might be theoretically attractive to manipulate intra- 
group prices to secure favourable tax treatment for the group 
as a whole, such freedom to manipulate prices ‘does not exist 
in today’s tax-sophisticated world’, and opportunities for 
manipulation within the law were very limited. Market values 
for bulk essential commodities could be established fairly 
readily, and many countries had the power — and freely used 
it — to disallow for tax purposes transactions that were not at 
arm’s length. 

Mr Rowe gave some interesting details of the Shell UK 
consolidation which, he said, embraced some 350 sets of 
accounts; some of these in turn included sub-consolidations, 
and there were over 600 active companies in which the group 
had a 50 per cent (or larger) interest. Local returns were 
required in sterling, and to a standardized coding, by the 26th 
of the month following each quarter-end, and the consolidation 
was performed on an IBM 360-50 computer to be available on 
the morning of the 28th day. 

Mr Rowe saw the accounting organization as a service to 
management; and, if management was not getting the service 
it required, it would not be slow to take other steps. His internal 
audit teams were organized to report to the chief financial 
officer of their area, and he thought that the modern concept 
of internal audit was best attained by the use of local staff. 


International variations 


In his address on ‘International variations in presentation and 
certification of accounts’, Mr I. N. S. Lathom-Sharp, F.c.A., 
compared the national accounting and audit requirements of 
the EEC and EFTA countries with those of the UK and USA. 
There was a long way to go, he said, before the target of inter- 
national harmonization could be reached, and complacency was 
an ever-present risk. Accountants must keep open minds, 
receptive to the possibility of change and new ideas. 

Industrial growth in the UK and USA had been accompanied 
by a growing and developing system of public investment 
together with appropriate company legislation. But in countries 
such as France, for example, public investment has been 
rather limited in comparison, and industrial investment has 
been in the hands of a small number of private investors — 
mainly families — apart from the State. The need for revised 
company legislation to protect the public investor had not, 
therefore, been so great; the French companies code had 
remained unchanged from 1867 to 1966, almost a hundred 
years. 





Opposite (Top): A distinguished group meets for coffee. From left to 
right: Messrs E. K. Wright, M.A., F.C.A., Vice-President of the English 
Institute; Marshall S. Armstrong, C.P.A., President of the American 
Institute; Lance J. Smith, F.C.A., President of the Canadian Institute ; 
A. H. Walton, F.C.A., President of the English Institute, and D. G. 
‘Richards, F.C.A., conference chairman. 


(Centre, left): The President with Mr R. D Thomas, FLA, executive 
director of the Canadian Institute (/eft), and Mr M. G. Lickiss, 
B.Sc.(Econ.), F.C.A., a member of Council. 


(Right): Two well-known figures renew acquaintance with Christ 
Church: Messrs H. T. Nicholson, F.C.A. (/eft), and B. W. Sutherland, 
F.C.A. (Bottom): The Touche Ross contingent. From /eft to right: 
Messrs W. A. Conyn, A.C.A., K. H. Potter, A.C.A., R. L. Jarvis, A.C.A., 
R. L. Hurley, A.C.A., and D. R. Ellison, A.C.A. 
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Whilst the importance of ‘a true and fair view’ was recognized 
internationally, it should be remembered that the ‘true and 
fair’ concept itself was continually changing. He suggested 
that this concept must include as postulates the ‘going concern’ 
basis, accruals accounting, consistency and prudence. 


Special audit requirements 


In different countries, specific individual requirements were 
laid on the auditor. Thus in Sweden, for instance, he must 
report on the administration of the company — there have 
been one or two major and recent instances of qualified reports 
in this regard — and whether in his opinion a proposed dividend 
is in accordance with sound business practice. French law 
requires a special report upon the interests of directors in 
subsidiary companies, and in the case of capital contributed 
other than in cash. In Germany he may be required to report 
specially, where the company is a member of a group, on its 
relationship and transactions with other affiliates and with the 
parent company. 

The ideal aim must be to enable a set of accounts and the 
auditor’s report to be understood and properly interpreted, 
no matter from where they come or where they are read. 





Financing foreign trade 


On Friday morning, Mr J. B. Hyde, B.A., A.I.B., managing 
director of the London Multinational Bank, opened the second 
part of the conference with an address on ‘The finance of foreign 
trade and investment’. It was well worth while, he said, to 
dispel a little of the mystery surrounding this subject. 

Traditionally, UK exporters invoiced their customers in 
sterling, and many foreign suppliers were content also to 
invoice UK importers in sterling. However, the waning con- 
_ fidence in sterling as an international currency after the Second 
- World War led foreign buyers to demand longer credit — in 
the hope of profiting by cheaper £s — whilst foreign suppliers 
tended either to grant less credit, or to invoice in an alternative 
currency, usually US dollars. This imbalance in terms of 
credit, sometimes referred to as ‘leads and lags’, had ‘a savage 
effect’ upon the UK balance of payments. 

Other countries, of course, have their own balance of pay- 
ments problems; and whilst the British authorities are re- 
luctant to see funds remitted abroad for permanent investment, 
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Back to school: Fortified by coffee, members return to Hall to hear 
Mr D A. Rowe's paper. 
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some countries have made it almost impossible for foreigners 
to raise money in their domestic markets to finance the pur- 
chase of their assets. 


Eurocurrency markets 


The “Euro-’ prefix, said Mr Hyde, was a misnomer: a Eurodollar 
was simply an American dollar on deposit outside the USA, 
just as a Europound is an English pound on deposit outside the 
scheduled territories, and the precise geographical location of 
the deposit was immaterial. Historically, development of the 
Eurocurrency market owed much to artificial rules and rigidities 
which had made the domestic currency markets susceptible 
to competition. 

This market is now of enormous size, and is conventionally 
estimated at between 50,000 and 60,000 million dollars — a 
level at which a few noughts more or less make little difference! 


Panel discussion 


Friday afternoon brought a welcome free period, variously 
devoted to golf, a coach excursion to Blenheim, the Wimbledon 
ladies’ singles final on television or that mythical activity known 
as ‘private study’ (Anglice, forty winks). In the evening the 
President, supported by other council members, answered 


questions previously submitted by groups on Institute affairs. 
These included: 


Entry into Europe. — The Institute was already active to the 
full limits of what was allowed and of its available resources; 
it was represented as an observer at the groupe d’étude in 
Brussels and maintained liaison committees with the European 
and Scandinavian countries. It would be host in October to 
400 delegates from 17 countries to the UEC London Conference. 

Substantial co-operation had been achieved with the pro- 
fession in Canada and America on common accounting stan- 
dards; there were advantages in establishing a universal body of 
opinion within the English-speaking countries before venturing 
into the several languages of Europe. 


Future developments. — The Council had received the special 
committee’s proposals for direct election at district society 
levels [The Accountant, April 29th] and was looking at 
possible means of implementing them, particularly in the 
case of overseas members. District society and branch activities 
would be reviewed to bring in as many and as wide a cross- 
section of members as possible. The examination syllabus 
appeared to be far too wide in some directions — few members 
encountered insolvency or executorship work after their 
examinations — and did not go deeply enough in others. 

There was a fundamental problem of getting people to give 
time, of finding out what members wanted and what they were 
prepared to do towards it. The President reminded members 
that the Institute had a distinguished past history; he was no 
less convinced, he said, that it would continue as a great 
Institute in the future. 


Unsatisfactory professional work. — Before this could be made 
the subject of disciplinary action, it was necessary to establish 
(via the ASSC) what the appropriate standards should be. 
The possibility must be faced that a member, disciplined at 
some future date for departure from standard practice, might 
appeal to the Courts; and if, hypothetically, the Courts would 
not endorse the Institute’s jurisdiction, it might be necessary 
to ask the Department of Trade and Industry to consider 
legislative changes. 


The Institute’s own accounting procedures. — It could not be 
disguised that the procedure for collecting 1971 subscriptions 
had been bad — due, as was now generally known, to unfore- 
seeable difficulties in computerization and also to the postal 
strike. A cumulative deficit of £450,000 by 1970 had been 
forecast when members refused to sanction increased sub- 
scriptions in 1968, but by strict economies the actual figure 
had been less. It was expected that the Institute would break 
even in 1971 at its present level of activity. 


Articles in the 1970s. — The system of articled service had 
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good elements, but the controlled period of practical ex- 
perience in a professional office must be a reality and not a 
pretence; it was doubtful whether many firms were able to 
offer a complete experience. One important element of this 
period was the inculcation of proper standards of integrity 
and objectivity. 

Professional indemnity insurance. — The brokers for the 
Institute scheme had received some 1,500 inquiries, and 
premiums could be held at present levels for the next three to 
five years if there was a sufficient response. It was stated, in 
passing, that German accountants were statutorily required to 
carry a minimum of DMs500,000 (£65,000) professional 
indemnity insurance. 


Despite the range of these questions, and the measure of 
‘audience participation’ which prevailed throughout the 
evening, some groups were plainly disappointed that their 
particular topic had not been reached. It was also suggested 
that the panel might usefully have included one or two ‘non- 
establishment’ figures. 


Practical example 


To illustrate the topic of ‘International mergers and acquisitions’, 
Mr R. Marsh, B.A., of Dunlop Ltd, outlined the history of the 
Dunlop-Pirelli merger, which had created a union with a 
£900 million turnover, £350 million net assets, and nearly 
200,000 employees. 

The aim of such a merger, he said, was not size for its own 
sake, but to establish a wider range of products and markets 
linked by a common technology. There would be, for instance, 
some streamlining of ‘R & D’ effort; resulting not in a direct 
saving of money but in quicker answers. Dunlop and Pirelli 
were of very similar size, and the union was ‘a marriage of 
equals’; but it had been found that the geographical dis- 
tributions of the two companies were mutually complementary 
to one another, resulting in a diversification of political risk 
with very little overlapping. 

The existing Dunlop and Pirelli shareholders had retained 
their interest in the parent companies, but the earnings reaching 
them from operating subsidiaries were subject to withholding 
taxes at an average level of 3 per cent. There had been other 
problems with capital gains tax, and uncertainty in the timing 
of Italian fiscal changes. Dunlop alone had incurred costs of 
more than {£14 million in capital duties, transfer fees and 
professional charges. 


Response to the challenge 


Three distinguished leaders of the profession — Mr Lance J. 
Smith, F.c.A. (Canada), Mr Marshall Armstrong, c.p.A. 
(America), and Sir Ronald Leach, c.B.E., F.c.a. (England and 
Wales), then assembled to give ‘The accountants’ response to 
the challenge’. 

Mr Smith dealt with the "Task Force 2000’ project [featured 
in The Accountant for November 26th, 1970]. Anticipating an 
unprecedented demand for professional accountants within 
the next 30 years, the Canadian Institute had commissioned a 
group of its younger members to make recommendations for 
the profession’s future development, and to involve the largest 
possible number of Canadian chartered accountants in the 
examination of their present and future prospects. The ac- 
counting profession, it had been suggested, must develop a 
form of socio-economic accounting; as an international pro- 
fession it must develop closer ties on a global basis. Its role in 
problem-solving must require the involvement of others from 
different disciplines and backgrounds. 

Speaking on post-qualifying education, Mr Armstrong 
quoted the hallmark of a professional man as ‘his commitment 
to a lifetime of study’; continuing education was the alternative 
to obsolescence. 








Arthur Young McClelland Moores studying the market. Mr J. M. 
Geering, B.A. A.C.A. (back to camera), advises Messrs P. M. Gee, 
M.A., A.C.A., John Howells, A.C.A.N.Z., L. G. Kent-Watson, A.C.A., 
T. N. Oldrey, A.C.A., and P. J. Rutteman, B.Sc.(Econ.), A.C.A. 


Opinion in some American states favoured a minimum 
involvement in post-qualifying education as a condition of 
renewing a CPA’s licence to practise [The Accountant, 
Juue 24th] - hardly an onerous burden, in Mr Armstrong’s 
view, but one which had nevertheless aroused resentment. 
Some accountants felt that authority should not be used to 
reinforce what good practitioners would do in conscience, and 
others argued that accumulated hours of formal education were 
no guarantee of professional wisdom. Unfortunately, there were 
those who felt that in qualifying they had done all that could be 
expected of them; they were ‘bemused by their past achieve- 
ments, and walking backwards into the future’. For these 
slothful characters, exhortation was not enough. 

The future of the American profession resembled a weather 
forecast of ‘sunny periods and showers in all districts’. Unless 
it maintained a constant concern for its standards, the rainy 
spells would surely predominate. 


Need for standards 


Finally, Sir Ronald Leach outlined the history and work of the 
Accounting Standards Steering Committee. Since nobody 
likes regulation, it had been anticipated that the development 
of mandatory standards would prove an unpopular exercise; 
but in fact the ASSC had gained widespread acceptance from 
the press, from government and within the profession. The old 
methods, in Sir Ronald’s view, could not have been tolerated 
indefinitely. 

The Accountants’ International Study Group in America, 
Canada and the UK had, he thought, made good progress in 
harmonizing accounting practices — bearing in mind that its 
published papers must be approved by five Institutes! Difficulties 
of language, as well as differences in practice, would inevitably 
lead to a slower pace within the UEC. 

With inflation at its present level, the problem of acceptability 
of price level accounting was the most urgent item remaining 
on the ASSC agenda. In so controversial an area, the profession 
could not hope to ‘go it alone’ without the active support 
of industry and government. 


oS qx 
The substance of several of the conference papers will be reproduced in 
forthcoming issues of The Accountant. 
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Tax Refunds to Meet Losses 


by H. S. A. MACNAIR, F.C.A. 


The attention focused on Government finance for ailing big business should remind those 
in charge of small and medium concerns that they, too, can unloose official purse-strings. 
As taxpayers they have statutory rights which, in appropriate circumstances, can cause 
amounts surrendered to the Treasury to fructify once more in their own pockets. 


HE taxpaying company’s rights to recovery of tax 

previously borne, or to reduction of its own tax burdens 
by reference to the losses suffered by another company, 
are derived from the terms of the Income and Corporation 
Taxes Act 1970. 

Section 247 imposes the charge to corporation tax on the 
full amount of the profits for any accounting period, but 
this latter is an artificial tract of time which cannot exceed 
12 months (following on the previous accounting period) 
and can end earlier on the occurrence of various prescribed 
events. One such event is an ‘accounting date’, meaning 
the date to which a company makes up its accounts. The 
period of account for which it does so can exceed 12 
months, subject to the requirements of the Companies 
Acts. 

It will be convenient to consider a simple case of a 
company, Prettycash Ltd, deriving all its income from trade 
and making up accounts for calendar years. The draft 
accounts for 1970 show profits of £24,000 but in 1971 
losses have been experienced of {1,000 a month. ‘These 
result from an unprofitable contract which will end in the 
autumn. However, an important customer has been more 
heavily involved, and in order to keep this outlet open for 
the future it has been agreed to accept a ‘bad debt’ of 
£5,000. Furthermore future deliveries of work in progress 
committed in that direction will have to be made at prices 
which represent an immediate special provision of {£4,000 
against the value of stock-in-trade. 

Prettycash Ltd is a close company. It is proposed to 
lend £10,500 to the sales director (whose stake in the equity 
does not amount to a ‘material interest’) and it is con- 
sidered essential to eliminate as far as possible the tax 
liability of {£10,200 that would otherwise materialize in 
January 1972 (Prettycash Ltd has been in business since 
before April 1965). It is therefore proposed to adopt the 
accounts for 1970 and to make up accounts for the nine 
months to September 30th, 1971, to show a loss of £18,000. 
These will be approved in general meeting and submitted 
to the Inspector before the end of 1971. | 


Stock-taking necessary 


This decision stems from the inadequacy of anything less 
than normal audited accounts in order to establish an 
‘accounting date’. Failing these, the Inspector might invoke 
the principle in James Cycle Co Ltd v. CIR (12 TC 98) 
where quarterly accounts had been put forward but the 
evidence indicated that stock was not taken except at the 


normal year-end, the interim accounts having been built 
up from estimates. Mr Justice Rowlatt, a well-known 
authority in tax matters, damned them with faint praise: 
‘It is very possible that there were interim accounts which 
were good enough — without coming up to the standard 
which would perhaps have been required for an annual 
account’. The Court of Appeal endorsed his ruling that 
interim accounts did not create an accounting date. 

Section 177 of the 1970 Act contains the conditions for 
loss relief, of which the first is that the trade is carried on 
both in the period of loss and in the preceding period for 
which tax was payable on the profits. Secondly, it is for 
the company to claim that the loss be carried back and this 
claim must be made within two years from the end of the 
accounting period in which the loss is incurred. 

The third condition is more complex. The simpler 
possibility is that the previous accounting period was 
shorter in duration than the loss-making period, as for 
example if Prettycash Ltd had made up accounts from 
April to December 1970, or had made up two sets of 
accounts, one for the three months ended at June 1970 
and the other for the six months to December 1970. 
Either way, the whole of the loss for the nine months to 
September 30th, 1971, would be capable of being relieved 
to the full extent of the available profits for the period 
which began and ended in the nine months preceding 
January Ist, 1971. 


Changed accounting date 


The more complicated situation is that exemplified by 
Prettycash Ltd where it is necessary to identify what part 
of the 1970 profits falls within that nine-month corres- 
ponding period. The formula is ‘a part of those profits 
proportionate to the part of the period falling within that 
time’ and for Prettycash Ltd this is clearly seen to be nine- 
twelfths of £24,000, on which basis the prospective £ 18,000 
loss for the nine months ended September 30th, 1971, 
would be fully relieved, leaving tax of £2,437 payable on 
January Ist, 1972. 

Recent events have indicated that substantial losses can 
build up in a short period of time. If Prettycash Ltd had 
established the existence of losses amounting to {£12,000 
by the end of March 1971, not more than half of these could 
have been relieved against the profits apportionable to the 
previous three months. 

An alternative approach would be to extend the 1970 
accounting period to give a net profit of £12,000 for the 


July 8th, 1971 


15 months ended March 31st, 1971. For corporation tax 
purposes this would be divided, so that £9,600 would be 
chargeable as the profits of the accounting period of 12 
months ended at December 31st, 1970 (tax due January 
ist, 1972) and £2,400 for the three months to March 1971 
(tax due April 1st, 1972). 

As previously assumed, Prettycash Ltd would still 
experience a loss of £6,000 for the half-year to September 
1971. If accounts are made up to that date, the comparable 
profits of the corresponding period of six months to 
March 31st, 1971, would amount to £4,800, thus leaving 
losses of £1,200 to be carried forward. However, it is not 
possible to express a final opinion on this apparently less 
favourable conclusion, bearing in mind that the next due 
date for payment of tax has been shifted forward from 
January 1973 to, firstly, April 1973 and, subsequently, 
October 1973. 


Change of trade 


An alteration of the usual accounting date is normally 
unacceptable for a quoted or large private company. 

However, the possibility of manipulating accounting 
periods is provided by section 247 (3) (c) of the Taxes Act 
1970, which causes an accounting period to end on a com- 
pany beginning or ceasing to carry on any trade. It seems 
that such a ‘new’ trade can be acquired from another 
company within the same group in view of the fact that the 
rules for continuity to be found in section 252 are confined 
within narrow bounds. This section applies where the 
companies concerned are under common control to the 
extent of 75 per cent. 

Although specific mention is made of capital allowances 
and terminal losses, other accumulated losses are not 
transferable. Section 247 also applies where part of a trade, 
or its activities, are transferred just as if they represented a 
separate trade and subsection (8) states that ‘the accounting 
periods of the company shall be adjusted accordingly’. 

The real change of accounting period thus brought about 
should be distinguished from the notional changes assumed 
by section 262 in order to facilitate group relief where group 
relationship is joined or severed. 

‘Group relief’ presupposes the existence of an auxiliary 
company which is wholly owned by not more than five 
companies or which is owned to the extent of at least 75 
per cent by one company (directly or indirectly). References 
to ownership in this context comprise only holdings by way 
of permanent investment such that its realization would 
represent an occasion of capital gain or loss. In the case 
of a consortium it is permissible for its auxiliary company 
to delegate the trading function to a subsidiary owned by 
that auxiliary to the extent of at least go per cent. This 
offers scope for some individual participation although it is 
bad tax planning to allow investing companies to forfeit 
group relief through the presence of an individual on the 
roll of ownership of the auxiliary. 

Again, if one participating company acquires a 75 per 
cent ownership the consortium loses its status so that the 
minority holders can obtain no relief. Where there is such 
a preponderance the operation should be conducted as a 
joint venture, whether this takes the form of a mere 
sharing of receipts and outgoings or whether representing 
a partnership regulated by the tax rules in section 155. The 
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terms of section 155 (2) imply that although the results of 
the partnership are to be treated ‘as if they were derived 
from a separate trade’, it does not follow that the accounting 
periods of the principal company are affected by the com- 
mencement and cessation of partnership activities. 


Group relief ` 


Manipulation of accounting periods can prove advantageous 
in connection with group relief. It is assumed that 
Doublentry Ltd is a holding company making up accounts 
for calendar years, although the bulk of its income is 
derived towards the end of the year from management 
charges, interest and dividends. It takes a 25 per cent 
interest in a consortium formed to carry on a capital- 
intensive project which is expected to sustain a loss (after 
first-year allowances) of £240,000 in its first period from 
July to December 1971. 

In anticipation of this, Doublentry acquires as from 
July rst, 1971, a minor agency business hitherto conducted 
at a modest profit elsewhere in the group and submits 
accounts in respect of its business up to that date, showing 
management expenses of £30,000 to be carried forward. 

Doublentry Ltd secures net income of £100,000 in the 
second half of 1970 and, as required by section 260 (1), 
this is reduced by the £30,000 relief brought forward under 
section 304 (2). Hence its ‘total profits’ for the half-year 
to December 1971 amount to £70,000 which are sufficient 
to permit utilization of the whole of the £60,000 group loss 
available. 

Subsequently it so happens that Doublentry becomes 
liable for damages in respect of defective goods handled 
through the agency early in 1972 and this is terminated 
at the end of July 1972 with a loss of £14,000 although 
there is no income available in that period for set-off. 
A claim is made under section 177 but the relief available 
is restricted, firstly to exclude the period of time in the 
corresponding period of seven months ended December 
1971 (when the agency trade had not been in operation) 
and, secondly, to reflect the requirement in section 260 
that group relief takes priority over relief derived from a 
subsequent accounting period. These limitations reduce 
the available loss first to £12,000 and then to £10,000. 


Liquidating dividends 

Not a few sizeable but ‘close’ companies find themselves 
locked into awkward structures whereby the beneficial 
ownership of retained profits is inconveniently situated in 
a subsidiary or sub-subsidiary. Liquidation would give 
rise to capital gains. Moreover, group income (the tax- 
free dividends permitted by section 256 under election) 
has the tiresome characteristic that it is inclusible in dis- 
tributable profits when reckoning shortfall (section 291 (2) 
(a) (ii). 

If, therefore, the parent company has a deficiency of 
income such that the subsidiary could claim group relief, 
the opportunity should be taken to make a ‘payment for 
group relief’ from the subsidiary to the parent. It will be 
appreciated that the parent company will thereby be 
enabled to appropriate £60 of the retained profits of the 
subsidiary for every £100 of loss surrendered, after giving 
effect to the tax relief obtained or forgone. 
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Financial Policies for Ports 


by STANLEY JOHNSON, C.B.E., F.C.A., F.C.I.T. 


For more than a quarter of a century, world trade has shown a consistent upward trend and, 
despite the occasional checks that have occurred from time to time, there is no reason 


to expect any radical change in the situation. 


This growth in trade is connected with increasing population and the striving for 
improved living standards; it is also closely connected with the increasing degree of 
international specialization in the production of goods, and indeed with the related changes 
made possible by technological advance, especially in the transport industries. 


HE changes in transport technology have had profound 

effects on the port routing of cargo and on shipowners’ 
decisions as to their choice of port. In Britain, the deep-sea 
cargo liner trades have been the most striking example of this. 
In the past, these services tended to be tied to the use of certain 
traditional ports in or near major industrial/population areas 
providing the necessary complex of shipping and related 
facilities. Shipowners were the more loath to move their 
services because of shippers’ assumed preference in favour of 
these ports. 

The development of containerization and of the through 
transport concept and parallel developments in inland transport 
have given shipowners a new freedom to choose what are, in a 
through transport sense, the best ports. This new freedom, and 
the related economic pressures to concentrate on far fewer 
ports, have already resulted in major changes in the deep-sea 
trades — but they often involve massive investment by the ports 
concerned. In this situation — and this applies to much more 
than just the deep-sea container trades — port undertakings 
have increasingly felt a need for more positive commercial 
policies, aimed at going out and attracting new users. 

To this end, ports have developed modern marketing tech- 
niques and extensively used market research both to pinpoint 
precisely where there is most scope for commercial action, and 
also as a selling aid. However, these developments in marketing 
are not only important for the attraction of additional traffic, 
but also help to improve the information base for the assessment 
of new investment projects; in other words, the use of these 
techniques helps to reduce the risk of commercial obsolescence — 
a vital matter in view of the large sums often involved. 


Policies affected by ownership 


The financial policies followed by particular ports may be 
affected by the pattern of ownership. For instance, private 
undertakings may be primarily concerned with commercial 
profitability, whereas ports in public ownership may have to 
take into account wider economic obligations to the com- 
munity, whether national, local or both; and also be subject to 
a marked degree of statutory control. However, such control is 
not necessarily confined to publicly owned ports; in Britain, 
for instance, governmental sanction is required for any port 
investment costing over £4 million. 

There is considerable variation in the functions of port 
undertakings. Some are solely concerned with the provision of 
infrastructure and the control of navigation, while others also 
provide a wide range of facilities and services, including cargo 


The substance of a paper delivered to the 1971 Conference of the 
International Association of Ports and Harbors in Montreal. Mr 
Johnson is managing director of the British Transport Docks Board. 





handling. The extent of a port undertaking’s functions is, of 
course, of considerable importance from a financial policy 
standpoint. For instance, port undertakings that are also dock 
operators are necessarily functioning in a greater risk environ- 
ment than those authorities that are mainly real estate owners, 
and this must surely affect their rate of return requirements. 


Obligations and objectives 


The wide variety in the functions of port undertakings is 
paralleled by considerable variations in their financial and 
general obligations and objectives. Some ports have to provide 
particular facilities regardless of their profitability, others have 
broad policy objectives in relation to the well-being of a city or 
wider area, yet others have to ‘pay their way’ and perhaps earn 
some rate of return. 

This raises the wide question of what rate of return ‘should’ 
be earned on port investment. There is no unique answer to 
this; in Britain, for instance, new port investment must normally 
earn at least 10 per cent in real terms on a discounted cash flow 
basis, even on the safest investment — and more where there is 
any risk element. In many countries, this would be regarded as 
an onerous requirement. 

External capital is most commonly raised either by direct 
financing by governments as part of the national, city or 
municipal budgets, or as loan capital, or through grants and 
subsidies. ‘Loans’ may include interest-bearing capital issued 
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by a national, city or municipal government, and also interest- 
bearing harbour bonds or debentures. ‘Grants and subsidies’ 
is a wide term, and includes receipts from the application of 
local taxes, and also the absorption of port deficits into general 
municipal accounts. 

Most of the external finance of the ports surveyed is in fixed- 
interest capital of one kind or another, generally with a 
repayment obligation over the same period of time, and these 
repayment obligations are often accompanied by sinking fund 
or depreciation requirements. A choice between the two systems 
is not likely. 

It is in my view desirable that port undertakings should keep 
their ‘real’ capital intact. In times of inflation, this means more 
than just providing out of revenue for sinking fund contributions 
for capital redemption, or for historic cost depreciation. By 
doing this, and with careful forward planning, port under- 
takings can keep down the extent of their reliance on external 
borrowing. They are also able to smooth out the effect on port 
charges of the fact that port investment does not take place 
evenly year by year. 


British Transport Docks policy 


The British Transport Docks Board has a financial obligation 
to ensure that revenues are sufficient to provide not only for 
depreciation of assets based on their historic cost but also for 
such additional amount as is needed to allow for inflation, i.e., 
replacement cost depreciation. It should be added that there 
are, of course, a number of different ideas as to what is meant 
by replacement cost depreciation, but so far as the British 
Transport Docks Board is concerned depreciation is charged 
annually in the revenue account on the basis of: | 


(i) An amount calculated on the straight-line basis by reference 
to the cost to the Board of the original assets vested in 1963, 
with subsequent additions at cost, and to their assumed lives 
ranging from five to 50 years; together with | 

(ii) An additional amount to reflect changes in the purchasing 

power of money since the fixed assets were acquired. This 

additional amount is arrived at by reference to an up-to- 

date index of the purchasing power of money in comparison 

with the index ruling at the dates of acquisition of the assets. 
This does not, of course, mean that it is envisaged that assets 
will eventually be replaced like-for-like, but it seeks to ensure 
that the capital invested in port assets will be maintained in 
real terms. 

In point of fact, replacement cost depreciation is by no means 
universal and only a relatively small number of ports do or 
have to depreciate on this basis. There are considerable differ- 
ences in port undertaking obligations in this respect, and also 
as regards maintaining reserves. Several port undertakings — 
though apparently a minority — do not even have to cover their 
working costs, excluding interest and depreciation. 


Charges 


I believe that the development of appropriate charge structures 
is of real importance to ports in relation to the achievement of 
their financial objectives. Port users are interested in port 
charges as much as in their other costs, as has been shown for 
instance by the interest of shipowners and naval architects in ~ 
perfectly legitimate — ‘tonnage cheating’ techniques of keeping 
down vessel net registered tonnage. Consequently, where 
relevant, appropriate cost-related charge structures can help 
to improve utilization and so reduce per-unit-throughput costs. 

Charge structures have not always related even to broad cost 
considerations, and I must confess that I have always been 
surprised at how generous ports-have been about the time that 
they have allowed ships to lie alongside a berth — an expensive 
facility - for an initial ship due payment. This particular 
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situation has improved, and charging on a realistic time basis 
is now common. There is scope for further thinking about ways 
in which charges can be developed to promote the better utiliza- 
tion of facilities. 

However, if port undertakings are to be able effectively to 
use charging techniques as a means of reducing costs, they 
must have a sufficiently wide degree of freedom in this respect. 
This rather runs counter to the widely-held belief that there 
should be constraints on the ports’ freedom of charging. 

Out of a survey questionnaire sent to over 100 [APH members 
in ports throughout the world, no fewer than 40 indicated 
restrictions on their freedom of charging. The extent of such 
restrictions varied widely, and no fewer than 16 ports indicated 
substantial freedom as regards their charging arrangements — 
including a few whose cnly restrictions on their charging 
freedom were competitive considerations! . 


Investment criteria 


I have already commented on the upsurge in port investment 
resulting from the technological revolution in sea transportation, 
and this obviously raises the question ‘What investment criteria 
are used in assessing the case for port development projects?’ 

Individual projects are usually assessed on their expected rate 
of return to the port underiaking, though in some cases indirect 
local or national benefits and costs are also taken into account. 
A number of financial techniques (e.g., discounted cash flow 
rates of return) may be used. 

Where leasing or similar arrangements can be made, the risk 
factor can be easily dealt with, and the problem of assessment is 
comparatively simple. However, this is often not the case, and 
there may not be any guaranteed project minimum rate of 
return. 

In such cases, it is still necessary to use DCF or other relevant 
techniques — but always bearing in mind that the indicated 
rates of return are only as good as the forecasts on which they 
are based: and the extent of risk obviously affects rate of return 
requirements. Incidentally, investment: decisions obviously 
sometimes have to be taken without the availability of detailed 
or precise traffic forecasts, but rather on the basis of the impli- 
cations of technological change, and in relation to general 
commercial and economic factors. Ko 

I would like to comment briefly on the financial implications 
cf diversification in the ports industry. First of all, there is 
geographical diversification. My own undertaking owns some 
1g ports, with a wide diversity of traffics. This structure can be 
most beneficial; at given moments there may be temporary 
setbacks in particular ports’ traffics, and at such times group 
membership is clearly a source of strength. There may also be 
financial advantages in relation to the optimum use of funds of 
the various member-ports; one port may. be temporarily short 
of funds, whilst another has an immediate surplus of cash re- 
serves that can be made quickly available. And, of course, there 
are economies in the shared provision of common services, such 
as dredging. Precisely the same applies to, the provision of good 
marketing and management services, research, training and 
education, which might indeed otherwise be out of reach for 
individual ports. Finally, there are benefits from a wider 
organization in terms of the enlarged scope for career satisfaction. 

The extent to which port undertakings can diversify into 
other activities, e.g., airpcrt operation, is often limited by their 
powers. Stretching the expression ‘diversification’, ports may, 
of course, widen the range of their functions by undertaking 
cargo handling. A port undertaking’s financial position may be 


. vulnerable if it provides a major share of the investment without 


leasing or other contractual arrangements for the use of their 

assets and without control over cargo handling labour. 
Basically, port authorities tend to invest in the infrastructure 

which is the most expensive part of the undertaking. They 
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usually own considerable areas of land which may be leased 
out to provide. concerns for port-related industry, commercial 
or other development. 


Budgetary control 


A number of port undertakings operate systems of budgetary 
control and financial planning. In one case, the financial budgets 
as compared with actual performance are published and the 
variances set out in detail. 

The purpose of budgetary cont-ol generally is to help manage- 
ment in its forward planning, to facilitate the co-ordination of 
effort by those responsible for the work of others and to assist 
in the control of costs. It involves preparation of a plan or budget 
in financial or statistical terms, and then seeks to show up 
where the plan has not been achieved by reporting periodically 
the variances to management so that corrective action can be 
taken speedily by those response, 

It is appreciated that the volume and mix of traffic may not 
be within the control of a port undertaking but the object of 
budgetary control is to highlight controllable factors for man- 
agement’s attention. No modern commercial or industrial 
undertaking can ignore the need to operate a system of financial 
control and forward planning, and it is evident that many port 
undertakings are making use of modern management techniques 
to assist in controlling costs and to make optimum use of assets. 

It is appreciated that some port costs will vary directly with 
receipts; others will not, and one of the characteristics of the 
ports industry is the relatively high proportion of fixed costs in 
the form of maintenance, dredging, depreciation and interest on 
capital. These indicate the areas where the control of costs may 
be important. 

Overall profitability can be easily affected by variations in 
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revenue due to traffic fluctuations unaccompanied by equivalent 
changes in costs. Much attention also needs to be given to the 
monitoring of performance by means of financial ratios (e.g., 
return on capital, liquidity, debtors and stores ratios) and to the 
back-checking of investment appraisals to ascertain whether 
the original assumptions on which investment decisions were 
based were well founded. There is also the positive need to 
forecast cash and borrowing requirements in relation to capital 
investment and working capital requirements. No undertaking 
can afford to ignore these financial disciplines. 


Control and viability 


The extent to which financial control is in practice exercised, 
through the media of external or internal criteria, must depend 
on the ability and willingness of port management to use the 
financial tools at their disposal. The structure within which. 
management operates has a bearing on this matter. 

Jost port undertakings have to subject their financial per- 
formance to the scrutiny not only of their users but also of the 
prcviders of their capital resources. In this context, the fact that 
their constitutions effectively prevent most port undertakings 
from going bankrupt is a matter of some importance; had this 
not been the case, port rationalization might well have proceeded 
corsiderably more rapidly. 

A requirement for financial viability is in fact both a very 
useful stimulus to efficiency and a yardstick for judging the 
extent to which such efficiency is in practice achieved. Further- 
more, if investment is carried out on the basis of — in this case, 
incremental -- financial viability criteria, with appropriate rate 
of return requirements in relation to the cost of raising capital, 
this helps to ensure the port industry a reasonable share of 
nat_onal resources in relation to other and competing sectors. 


Small Business and Tax Reform 


by R. G. HOLLOWAY, B.Sc. (Econ.) 


The overwhelming majority of small firms in Britain attribute any failure to expand their 
businesses to the current high revel of taxation and to the tax discrimination against close 
companies, many of which are small firms. This, as the CBI argu2d in its evidence to the 
Bolton Committee, not only prevents the small firm from building up adequate reserves 
but it has removed most of the incentive for the directors of thes? companies to work 


harder and expand their trade. 


It is causing many of them to view the future with pessimism, and leads a number of them 
according to the CBI, to sell out their businesses to others who are less able to operate 


them. 


Te Confederation of British Industry does not explain 
why the buyers of small businesses are less able to 
operate them than those whc sell. Simple logic would 
suggest the opposite. Morecver, the CBI’s evidence 
conflicts with that of the Industrial and Commercial 
Finance Corporation which, cn the basis of a 300-firm 
survey, showed small firms to be more profitable than 
quoted companies. The ICFC commented: | 
‘It appears therefore that cverall the small firm sector 
bore up to the credit squeeze remarkaby well. The faster- 
The author is a tax policy economist in the Ontario Department of 


Treasury and Economics. The views expressed in this article are 
personal, and do not necessarily reflect official policy. 


than-average growth of the ICFC firms, as suggested above, 
will have tended to depress their profitability relative to 
other companies because of the probably higher book value 
of a significant part of assets and also, perhaps, because of 
the delayed earnings from new investment. Despite this, 
however, the ICFC firms appeared to maintain profitability 
well compared with the quoted companies.’ 


Small business is not susceptible to easy definition. 
The lack of clear-cut definition helps to explain why there 
are differing views as to what is happening to small 
businesses and what, if anything, government should do 
to help them. Clearly, if preferential tax treatment is to be 
juscified and applied, some generally acceptable and 
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practical definition is desirable. But the definition may 
justifiably be varied to suit the objective. 


Big or small 


Small business has been defined in terms of number of 
employees, scale of investment, volume of sales, market 
position, profits, and similar factors such as the relationship 
between ownership and control. By any of these criteria, 
most businesses are small. Indeed, probably too many 
British businesses are small, leading to too great a dis- 
persal of effort and the production of too great a range of 
items, many of which are not internationally competitive. 

In certain fields, the advantage clearly lies in mass 
production and the integration of varied specialist skills in 
a corporate management team. The all-round genius is 
rare. Large enterprises are better able to withstand tem- 
porary setbacks and they are able to plough back profits 
to launch new products. Even if they have to raise new 
equity or debenture capital, they are better able to do so 
than the typical small enterprise. 

Small enterprises produce a disproportionately large 
number of technical innovations and also innovations of 
organization but some of these enterprises, even when they 
have succeeded in becoming big, have relied excessively 
on one brilliant idea of one man and mushroom growth 
has been followed by bankruptcy. The rise and fall of 
Rolls Razor under John Bloom is an example. 

The large enterprise is not always more efficient than the 
small, particularly where the conditions of the industry 
require flexibility. But large enterprises typically have most 
of the advantages, as the rush of mergers in recent years 
would suggest. This is important not only to the corpora- 
tion’s management, shareholders and employees but also 
to the nation. For Britain to achieve the highest possible 
rate of economic growth without increased sacrifices of 
current consumption, it is necessary for the country to 
have an increasing concentration of company size with the 
very largest companies able to compete successfully and 
profitably in international markets. Small companies are 
seldom able to sustain a successful export effort. 


Preserving competition 


At the same time, sheer size can confront the consumer 
with dangers. The extreme abuse of a monopoly position 
can be prevented by government action and the government 
can also regulate mergers; but it is difficult to police every 
action of a corporation which may be against the public 
interest. A better guarantee that business will act in the 
public interest is the existence of competition and, even 
more, the possibility that the small competitor of today 
may be the big competitor of tomorrow. 

Small business certainly has an important role to play 
in those industries which are in danger of monopolistic 
domination. This is a role which may not be adequately 
sustained in the absence of deliberate government action. 
It provides benefits to the consumer which are not re- 
flected in prices and the existence of this social benefit 
justifies special fiscal treatment. 

To afford this preferential treatment it would be neces- 
sary for a minister to have the power to designate, subject 
to parliamentary approval, industries in which there is 
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excessive domination, and to establish a means of measuring 
the need for relief. Market share is the most appropriate 
means of measuring the need for relief. Where this is not 
known, the volume of sales provides an adequate alternative. 
Relief should be accorded by rebating percentage points 
of corporation tax. 


Aiding enterprise 
While the high degree of labour specialization and the 
intensive utilization of exceptional entrepreneurial talents 
are probably the large undertaking’s chief economic 
advantages, small businesses remain’ the nurseries of 
enterprise. Indeed, they may become the major repositories 
of enterprise for, as the representative unit in any industry 
grows, it provides fewer opportunities for risk-taking, 
creative management and venture. ` 

The growth of business schools and an increasing 
emphasis on youth can be expected to add skill and zest 
to the bureaucratic process but, with increasing com- 
puterization and the scope for centralization which it 
provides, the work of the majority is likely to become even 
more stultifying to individual enterprise. As a recent 
American report put it: 


‘Many people are concerned that our society is so largely 
shaped by big, impersonal institutions., Fundamental to the 
American concept of individuality is small business and the 
route it offers for the individual to make his own contribution 
in his own way.’ 

In the UK context, the simplest means of providing a 
special tax incentive to enterprise would be to extend the 
range of income on which earned income relief could be 
claimed, raising the limits for both the 2/gths and 1/gth 
rates. A further incentive could be provided by granting a 
higher rate for income earned through self-employment. 


OQwner-operator incentive 


However, a more sophisticated incentive would recognize 
the relationship between capital and enterprise summed up 
in the word ‘entrepreneurship’. An entrepreneur is, in the 
classical sense, an individual who organizes a business, 
risking his own capital for the sake of the profit. In simpler 
terms, he is an owner-operator. With relatively few ex- 
ceptions, owner-operated businesses are small businesses; 
and small businesses are owner-operated. 

It is this key relationship which forms the basis of a 
most -interesting proposal which has been put forward 
by the Ontario Treasurer and Minister of Economics in the 
context of the current debate on Canadian tax reform. 

The position of the Ontario government is that any small 
business incentive should promote economic efficiency and 
growth through tax credits related to increased business 
investment. These tax credits would be given to individual 
residents who qualify as owner-operators and would be 
subject to annual and lifetime limits. The maximum annual 
credit would also be limited to 50 per cent of the increase 
in investment and 50 per cent of the’ personal income tax 
otherwise payable. Subject to rollover provisions to permit 
asset. transfers and to avoid lock-in effects, the credits 
would be recoverable on net disinvestment, emigration or 
death. Investment in certain assets (such as portfolio- 
type investments in bonds, mortgages and shares) and 
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investment in certain types cf business (such as property 

investment) would not ‘qualify. ` 
Qualifying individuals would include: 
all Canadian proprietors carrying on an active business; 
any Canadian partner in a partnership carrying on an active 
business provided that he participated in the profits and 
losses of the business (De, was not restricted to a fixed 
periodic payment or to interest on his investment in the 
partnership) and made a significant working contribution 
to the business; 
any Canadian shareholder who owned not less than 25 per 
cent of the equity capital of a corporation carrying on an 
active business and who made a significant working con- 
tribution to the business, prcvided he was a member of a 
group of such shareholders which owned more than 50 per 
cent of the equity capital; , 
any Canadian member of ar employee-shareholder group 
which owned more than 5o pez cent of the equity capital of a 
corporation carrying on an active business, and each of whom 
were employed virtually full-time in the business of the 
corporation. 


. The test of ‘significant working contribution’ is intended 
to relate to the question of time devoted to the job in the 
context of the size of the business and the amount of time 
which might reasonably be required, and to the question 
of whether that effort made a significant difference to the 
profitability of the business. Thus, five hours a week might 
constitute a significant working contribution to a small 
business carried on by an incividual in addition to full- 
time employment but five hours’ work in a large corporation 
would not. 


Free depreciation 


An alternative method of providing an investment-related 
incentive to small business was proposed by the Canadian 
Royal Commission on Taxation (the Carter Commission). 
This proposal, which was not accepted by the Canadian 
Government, was for free depreciation up to $250,000 
(cumulative) for the first ten years of a business controlled 
by Canadian residents and whose assets were less than 
$r million with gross revenu2 less than $10 million. A 
similar suggestion has been made to the Bolton Committee. 

. With free depreciation now evailable in the development 
areas and for shipping, the differential advantage of such a 
scheme for small business would be limited to those 
operating outside development areas. Since small businesses 
make a relatively greater contribution to the economic 
activity of the development areas than do small businesses 
in the more prosperous areas, the results would con- 
tradict regional policy. 

There are further important reasons for rejecting such 
a scheme and others which require size and newness tests. 


Size and newness 


A size test, whether or not it incorporates a notch pro- 
vision or a disappearing incentive, entails a high marginal 
rate as the firm moves about the small business size. For 
instance, the Canadian Common Committee proposal 
would impose a tax of 66-3 per cent on the first $70,000 
of income above $35,000, while the Canadian Senate 
Committee proposal would ertail a tax rate of 100 per 
cent on the first. $21,150 of income above $100,000. It 
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would be difficult to devise a more effective way of dis- 
couraging small business growth. 

The absence of a size test if a corporate level incentive 
is used means, however, that large corporations with low 
rates of return on capital employed are inadvertently 
bonused. This is the major criticism of the present dual 
rate systems operated in the United States and Canada. 
A further criticism is that it affords all corporations a 
reduction in tax. These criticisms do not apply if the 
incentive is operated, with limits on the amount of credit, 
at the level of the individual. 

A newness test appears to be wide open to avoidance 
unless effective (though probably cumbersome) measures 
are devised to disqualify old companies which wind up 
their businesses only to start up again in the guise of what, 
in legal terms only, are new businesses. 

The objection to a newness test is also a matter of prin- 
ciple. While there are good reasons for proposing an 
incentive for innovation, innovation is not confined to 
either new businesses or small. 

The innovation of a business should not be confused 
with the newness of the business. What is more probably 
intended when talking of an incentive for new businesses 
is the encouragement of individuals to start up in business 
rather than seek or continue in an employee relationship. 
This brings us back to an incentive at the level of the 
individual and suggests the appropriateness of a lifetime 
limit on the amount of the incentive. 

A further point in relation to a newness test is that while 
it is desirable to encourage new entrants to business, 
creating new businesses, it is also desirable to encourage 
the revitalization of old businesses. The desired objectives 
of efficiency and growth apply not only to new businesses 
but also to old. 


Partnership option 


One recommendation of the Carter Commission, which has 
been accepted by the Canadian Government and which 
could well be adopted in Britain, is the proposal to permit 
a corporation to be taxed as a partnership provided all 
shareholders so elect and certain technical requirements 
are met. This is a broader provision than that permitted 
by the Finance Act 1969 (which removed the limit on the 
amount which may be taken out of close companies as 
directors’ remuneration). 

While the continuing debate on Canadian tax reform 
suggests several useful parallels for British practice, the 
report made last year by the American President’s ‘task 
force’ for improving the prospects for small business makes 
only one suggestion which could be usefully adopted in the 
UK. This is a proposed small business risk reserve which 
would be deducted from taxable income during the first 
five years of the business (which statistics show to be 
critical for survival). The deduction would be limited to a 
percentage of tax-basis stocks and accounts receivable. 

While the other recommendations of the American task 
force either make no advance on UK practice or are 
themselves extremely dubious, few would disagree with the 
report’s general conclusion that tax concessions are not an 
adequate substitute for favourable opportunities provided 
by a growing economy. ` 
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Maximizing Utilization of Assembly 


HE growth in and demands of the affluent society 

have led to the widespread adoption of mass-production 
techniques, the principal of which is undoubtedly the 
assembly flow line of one sort or another, whether for motor- 
cars or electronic circuits. In this system the product passes 
through a series of ‘work stations’ starting with the input 
of materials or parts, and finishing with the delivery of the 
completed article. Irrespective of whether manufacturing 
operations are carried out by people or by automatic 
machine tools, one of the objectives in designing the flow 
line is to ensure that the total assembly time is divided as 
equally as possible between the work stations. 

The operations allocated to each work station each 
require a specific time cycle for each unit of product 
produced — called the work station time — i.e., if the work 
station requires six minutes to complete the work elements 
comprised in that work station, then six minutes is the 
work station time. Naturally it will seldom be possible to 
ensure that the times for each work station are the same. 
However one juggles with the allocation of work to work 
stations, the physical requirements of the manufacturing 
process are likely to produce uneven work station times. 

The cycle time on the other hand is the time allowed for 
each station based upon the throughput of the whole 
assembly line, e.g., if the assembly line is producing two 
units of product each minute then the cycle time is 30 
seconds. It follows that since each work station must deal 
with the same number of products, the cycle times for 
each station are the same. 

The objectives in organizing the flow line will be to 
allocate work elements to each station in such a way that 
the differences between cycle time and work station times 
are a minimum within given constraints. At the same time 
one will be defining the number of work stations that are 
needed to meet the output requirement. One method of 
analysing this problem and providing a basis for its solution 
is given by Ray Wild- in an article entitled ‘The Design of 
Assembly or Flow Lines’ which appears in the January 1971 
issue of Works Management. 


Computing cycle time 
If N items require T minutes production time, then the 
cycle time (C) is: 

T 


Cas 


Taking the work element times as ¢ then the minimum 
number of work stations (nmin) will be: 
Nmin ae 
T 
The average work station time (c) is the total work time 
divided by the number of stations, i.e.: 
ee: 
GE 


n 

The value of ç will be less than that of the cycle time C 
because in practice it will be impossible to allocate work 
elements to stations so that work station times are all equal 


Flow Lines 


and at the same time are equal to C. This inbuilt idle time is 
demonstrated in Figure 1. 


Figure 1 


Incidence of Idle Time 
IdleTime 
| 4— Cycle Time 


Time +— Work Station Time 





No. 2 
Work Stations 


No. 3 No. 4 


Expressed as a percentage, the idle time for the whole 
assembly line will be: 

Idle time per cent SC X 100 
n(C)—Zt x 100 

n(C) 

In practice, the real danger is that the idle time inherent in 
the system adopted might not be apparent. Workers at a 
station where the station time is less than the cycle time are 


or, percentage = 


‘unlikely to stand around with no work. Rather they will 


tend to slow down their tempo of work until the station time 
is stretched to meet the cycle time. Mr Wild estimates that, 
as defined, idle time ranges between 5 and: 20 per cent. 


Assembly line balancing 


Given such factors as the -equired output rate, minimum 
rational work elements, etc., the objectives of assembly line 
belancing will be to: 

(a) Minimize idle time as defined; ! 

(b) Minimize the number of work stations; 

(c) Distribute idle time evenly between work stations; 

(d) Avoid violating any constraints. l 

The method proposed is the ‘ranked positional weight’ 
method which provides a rapid but approximate solution 
much more quickly than any other method. The procedures 
adopted are illustrated using as a model the following 
example. 

The assembly of a product requires eleven work elements. 
The order in which these elements must be worked upon is 
shown in Figure 2, together with the times for each element. 
The assembly line must be designed to produce one unit 
of product each five hours. 


Figure 2 
Work Element Time and Sequence for Flow Line 
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Figure 3 
Statement of Positional Se (PW) 
Element No. 9. |11 
`- Element time 0-6 0-8 
Positional weight 1:4 0-8 
Immediate predecessor .. 7 9,10 





The positional weights (FW) for each sack element are 
shown in Figure 3 and are computed by adding to each 
element’s own time the times for all the following oe ; 
e.g., for element 2 the PW is: 


PW -— Element 2. 2°1 


remaining elements with higher positional weights (4 and 7) 
each need more than the unassigned station time; at the 
same time, using element 5 does not cut across the pre- 
cedence requirements. The process is repeated as many 
times as required o use up all the elements and complete 
the number of stations. In this case, the minimum number 


“i 4 "a of stations required is 3. 
ge Ge SÉ In each case the stations have an element of unassigned 
i a time and if the cycle time is left at 5 hours the idle time 
d SE percentage will be: , 
If Io T'I : 
5 Ir 08 Idle time= 52A r6 5 per cent 

9'5 


The allocation of elements ro work stations and the 
build-up of the number of work stations required is shown 
in Figure 4. Elements are allocated to work stations in order 
of decreasing positional weights, at the same time ensuring 
that the precedence constraints are not violated. 

Element 1 has the highest PW and is allocated to station 
1; this absorbs ro hrs of the station time of 5-o hrs (i.e., the 


cycle time) leaving 4-0 hrs. Next in ranking is element 2 


which absorbs a further 2-1 ars; element 3 which absorbs a 
further rr hrs; and finally element 5 which absorbs o-4 hrs 
leaving an unused balance of o A hrs. 

Element § was taken into station 1 because the ‘two 


In the situation outlined, there is really little need to 
retain the vo hrs cycle time. It could be reduced to 4-6 hrs 
so reducing the idle time percentage to 8 per cent; thus the 
procedure would be to allocate first of all the elements to 
work stations for a given value of C, and when this has been 
completed to minimize C for the same number of work 
stations. If C is reduced below 4-6 hrs, then the number of 
work stations must be increased. 

The method outlined provides a fairly Simple basis for 
planning flow lines. In real life there may be more complex 


problems than the one illustrated, e.g., multi-product and -` | 


mixed product lines, and the use of buffer stocks where that 
is possible, but the positional weight method can be agape 
to these situations. ` ` 


Figure 4 
Work Element Assignment to Stations 


_ Cumulative Station © ‘Unassigned Station ` 
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Station Number Element No. Time (X) = Time (C—X) 
| 1 vn 1-0 = 4-0 

2 21 3-1 Ee te 

3 CAT a © | oo 
5 0-4 "he "7 4 
A 15 1-5 35 

2 7 2:2 SLAT 3 E 
6 0-6 . 43 | 07 
8 12 | t2 ` 3-8 
10 4-1 2:3 | 2-7 

3 lee 
9 oe 2-9 2-1 
11 
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New Outlook on Internal Audit 


IV —The External Auditor's Viewpoint 


HILE it is commonly said that the internal auditor is 

‘the eye of management’, the external auditor might 
be regarded as ‘the eye of the shareholder’. Under section 
14 of the Companies Act 1967, the external (or independent) 
auditor is required to report to the members his opinion 
as to whether the accounts examined by him present a 
true and fair view of the state of the company’s affairs at 
the end of its financial year and of its profit or loss for the 
period covered by the accounts. In addition, the Act 
instructs him to carry out such investigations as enable 


him to form an opinion as to whether proper books of ` 


account have been kept and whether these books are in 
agreement with the accounts. He also has to say oe 
the accounts comply with the Companies Acts. 

The external auditor’s rights and duties, laid down by 
the Companies Acts, are contained in only a few para- 
graphs; as a result, over the years, The Institute of Char- 
tered Accountants in England and Wales has issued a 
number of statements on auditing procedures. Although the 
English Institute’s ‘Statements on Auditing’ are for the 
guidance of members and are not mandatory, they are 
authoritative in the establishment of best practice. Con- 
sequently, practising firms of accountants have developed 
their own individual approach within the broad context of 
these statements, varying from detailed checking to depth 
tests and voluminous system notes to flow charts and 
questionnaires. 


Common practical aspects 


The development of these techniques by both internal 
and external auditors is a sufficiently large subject to form 
the basis of a separate discussion. Suffice it to say that we 
have a common interest in this subject on either side of the 
auditing fence. ` 

With the change to a more flexible approach to an audit, 
many practising firms of accountants now consider that a 
client expects, and should be given, a standard of service 
of such an order that the audit forms an integral and valu- 
able part of the financial function and does not merely 
fulfil a purely negative obligation required by statute. 
This change in attitude has been brought about by such 
growth and increased complexity of business that profes- 
sional auditors were just not able to keep pace unless they 
altered their approach. Even now many companies com- 
plain that their auditors spend too much time ticking, 
rather than thinking. The effect of the adoption of what 
might be called, the ‘business approach’ is that the practical 
aspects of the external and of much of the internal auditor’s 


A paper delivered to the London and District Society of Chartered 
Accountants on February goth. Earlier papers in this series 
appeared in the issues of April 15th, May 27th and June 17th. 


by CL BROWN, F.C.A. 


work should now be similar and may be divided broadly as 
follows: 


(i) the examination of the business and its control 
system as the essential foundation of a well-organized 
audit; 


(ii) the manner in wien the auditor can make a positive 
contribution to the improvement of financial controls 
and profitability of the business; 


(iii) the conduct and control of the audit itself and how 
this can be operated in the most efficient way. 


There may be some internal auditors who do not regard 
the duties in paragraph (11) above as being within the scope 
of their function — wrongly so, in my view. On the other 
hand, there may be others who consider this:sort of approach 
by the external auditor as being an unwarranted trespass 
on their preserves, but I believe that this changing attitude 
on the part of the external auditor enables him to perform 
a useful function within a company’s organization comple- 
mentary to that of the internal auditor, as well as enabling 
him to discharge his statutory obligations. J am sure that 

this sort of role is one which is not incompatible with serving 
the best interests of the shareholders., 

As part of this approach, At. is quite common for the 
external auditor to recommend the creation or reinforce- 
ment cf an internal audit department to deal with both 
accounting and non-accounting matters ~ for the benefit of 
both management and the external auditor. From the 
external auditor’s viewpoint he wants to see a close relation- 
ship develop in which each of them has his part to play. 
In essence they are bed-fellows, but there'is a limit to the 
degree of their intimacy and I will refer to this later. 


Essential. requirements 


It might be argued that the external auditor has a selfish 
interest in the existence of an internal audit department and 
the part it can play in the discharge of a'statutory audit. 
It is, perhaps, those cases in which management insist on 
their internal auditors extending substantially their work to 
help the external auditor that sow the seeds of discontent 
in the eyes of the internal auditor. However, co-operation 
can never begin to be established unless an internal audit 
department is well organized and functions satisfactorily; 
to satisty the external auditor and indeed management, the 
following are essential requirements of a department: 


(GO) Independence 

There can surely be no dispute by anyone here that 
independence is of prime importance. Much has already 
been said on the subject and I do not intend to elaborate 
on it any more than to emphasize that an internal audit 
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department cannot be really effective unless it is independ- 
ent of line management ar d reports to a director. 


(ii) Objectives . 


The company must clearly define the objectives required 


of the internal audit department. I would expect them 
to include the following although, here again, some 
internal auditors would not necessarily agree about (b). 


(a) the verification of the accuracy and reliability of the 
accounting and other records which will embrace 
tests of the adequacy of the systems of internal 
check and internal control and recommendations 
for improvements in the existing systems, and 


(6) the performance of special investigations and 
exercises on behalf cf management such as ‘trouble- 
shooting’ in the case of the collapse of an accounting 
function. 


Git) Staffing and training 

The department must be adequately said with person- 
nel of the right calibre, and ptoper training facilities 
must be provided if the work is to be performed effectively 
and standards are to be maintained. It seems to me that 
too often management try to run on a shoe-string what 
they euphemistically call an internal audit department 
with staff who are not really qualified to do the job. As a 
result its work becomes ir effective and its standing in the 
company is devalued. 


(iv) Preparation of working papers 

As a matter of discipline, working papers should be 
prepared in such form that, in addition to providing a 
record of work, they should afford the external auditors 
the facility to be able to judge its effectiveness. The 
amount of detail recorded might, perhaps, be greater than 
the internal auditor considers that he needs for his own 
purposes and this may lead to disagreement, but I think 
that if he is to do his job properly he must have his work 
adequately documented. 


(v) Reports 

As a logical extension of the previous paragraph a report, 
albeit brief, should be prepared at the conclusion of an 
examination and should include a record of manage- 
ment’s comments where recommendations are made. As a 
matter of course, copies cf these reports should be avail- 
able to the external auditcrs, preferably during the course 
of the year rather than only at the time of the audit visit. 


These are the essential requirements of an effective 
department and the omission of any of them may well be 
significant in deciding whether any sort of role can be 
played by the internal auditor in connection with the 
statutory audit. 


Liaison 


In my view the external auditor has a duty to try and 
achieve savings in the cos: of the audit function within 
the limits of his statutory responsibility. Consequently, 
where there is sufficient scope, the external auditor is likely 
to recommend the establishment of an internal audit 
section. Happily, more companies in the United Kingdom 
are beginning to appreciate the useful role which internal 
audit can play in their corporate structure. 

A close liaison between the two auditors ought not to 
take too long to establish if both parties approach the matter 
in the right frame of mind. A preliminary to the develop- 
ment of that relationship is the establishment of the external 
auditor’s confidence in the work of his counterpart. From 


this should follow an exploration of those areas where he 
can rely solely, or in part, on the internal audit coverage. 
In practice, it is this latter aspect of the relationship which 
progresses at a rather more cautious rate than is in many 
cases justified, and yet it offers useful scope for the external 


‘auditor to reduce or eliminate entirely certain of his own 


detailed procedural and verification tests within the frame- 
work of a rotational audit programme. 

The benefits resulting from the development of the 
liaison between the external auditor and a forceful internal 
audit department are a comfort to the external auditor, and 
indeed to management, through extra depth and coverage 
of work performed. 

It is, of course, essential to this relationship that both 
parties are fully informed as to the areas or periods being 
subjected to detailed examination by the other, so that 
there is a clear understanding as to the agreed areas of 
responsibility and unnecessary duplication of work can be 
eliminated. A difficulty for the external auditor may be in 
the use by management of the internal auditor as a ‘trouble- 
shooter’; such work very.often arises at short notice and may 
lead to disruption of a programme of work agreed with the 
external auditor. It is important, therefore, that the external 
auditor should be aware immediately of such exercises 
in order that he can amend his own programme of work if 
it is necessary. ` 

I think that it should be made quite clear that the internal 
auditor is in no sense a servant of the external auditor. His 
master is management, whose decision it is as to the extent 
and scope of the internal audit function. It is for this reason 
that I have already referred to the uncertainty about the 
degree of their intimacy; if I may be permitted to extend 
my analogy I believe that the two parties can carry on a long 
and satisfactory affair but at present it is not possible to 
legalize their-relationship through marriage. The indepen- 
dent auditor is appointed to fulfil a statutory responsibility ` 
with the result that in preserving the independent aspect 
of his work the extent and scope of his examination is a 
matter for him to decide and not the client. Consequently, 
although he sets out to co-operate with the internal auditor 
to the maximum possible extent, he cannot disclose his 
complete audit strategy to his client ~ and, of course, in 
this context the internal auditor is indistinguishable from 
the client. 


Special types of work 


I have already referred to the extent to which management 
dictates the scope and extent of internal audit work. There 
may be occasions, even where his mandate has been 
properly drawn up, when the internal auditor takes the 
view that some of his work for the external auditor is 
depriving him of the opportunity of getting to grips with 
more interesting work — such as consultancy-type assign- 
ments. This is a misguided view and may result from a 
lack of appreciation of his objectives, as both auditors are 
interested broadly in the same areas of work and have a 
joint interest in achieving efficiency in their audits. | 

There are some special types of work which can be 
carried out by the internal auditor which may be regarded 
as being of special interest to the external auditor but which, 
nevertheless, ought to be of equal interest to the internal 
auditor. Examples of these assignments are: 


(i) Attendance at physical stock-taking, particularly 
where the company has a number of locations. 


(ii) Circularization of debtors. 


Gü) Circularization of the existence of pensioners. 
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(iv) In those organizations having a number of branches, 
attendance at branches on a rotation basis to test 
detailed transactions, and observe stock counts. 


(v) Examination of computer controls. 


(vi) The audit of accounts of branches or of companies 
in those countries where there are no statutory 
obligations. 


I believe that in the last two areas potentially there is 
considerable scope; consequently, I would like to add a 
little more to what has already been said previously. 


Computers 


More and more companies are looking to mechanized 
accounting aids and beyond them to computers. In this 
event it is essential that advice is sought by management 
at the planning stage as to internal controls and checks 
necessary if a satisfactory system is to result. Both the 
external and internal auditors are vitally interested, and 
invariably work in relation to a computer installation will 
provide excellent opportunities for collaboration. Manage- 
ment may decide initially to involve only the internal 
auditor, and providing that the right sort of expertise is 
available within their ranks then this should be acceptable 
to the external auditor. Whatever arrangements are 
adopted, the important thing is. that the external auditor 
should be kept in the picture about current developments. 
It cannot be over-emphasized how essential involvement 
by either party is at the earliest possible stage, as bad 
systems.can and do cost companies a lot of wasted time and 
money. : 

Within the limitations of this paper, it is not possible to 
go into a long discussion about the approach to the com- 
puter audit. At the risk of being accused’ of blowing a 
trumpet for practising firms of accountants generally, I 
believe that this is an area where they have done a good 
deal of basic groundwork — an example is in the develop- 
ment of questionnaires. There is little doubt that, from the 
external auditor’s point of view, it is extremely helpful if 
the internal auditor agrees to use a similar or an adapted 
form of questionnaire for the evaluation of electronic data 
processing controls and systems. 

Another area in which practising firms have begun to 
make an impression is in the development of -general 
purpose interrogation programs for balance sheet verifica- 
tion work and for testing systems in depth ‘through the 


computer’. In addition, general purpose programs are 


available from computer manufacturers and software 
houses, although not all are necessarily suitable for audit 
purposes. An essential feature of these programs should be 
simplicity so that they can easily be prepared and used by 
the external or internal audit staff themselves. In the case 
of my own firm, our program is called ‘computer file 
analyzer’ (CFA for short) for use mainly on IBM 360 
machines. It is a relatively simple system and is designed 
to be used by the auditor after only a short course, but 
nevertheless the cost of work involving the running of 
these programs is expensive and, therefore, it is increasingly 
important that work is not duplicated by both auditors. 

With the further development of computer audit tech- 
niques, such as ‘continuous monitoring’ of on-line or real 
time systems, it is probably going to be difficult for the 
external auditor to operate them without the co-operation 
of the internal auditor. The internal auditor, therefore, 
will for this and other reasons have to involve himself with 
computers. In some companies one finds a reluctance on 
the part of the internal auditor to accept involvement in 
this work but it is a subject which cannot be ignored. 
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Branches and overseas companies 


A further area of help to the external auditor is in the 
complete audit by the internal auditor of self-accounting 
branches or, in international groups, of overseas subsidiaries 
where there are no statutory audit requirements. Admittedly 
this is certainly one job which might be regarded as being 
solely for the benefit of the external auditor, but on the 
other hand it requires management’s agreement and is 
designed to help reduce audit costs. In either case it 
should be possible to orgarize external and internal audit 
examinations on a rotational basis. Where this can be 
arranged the external auditor clearly has to consider the 
overall scope of his work on the group but it should be 
possible to agree a work load to the advantage of both 
parties and to management. In addition this type of work 
may well provide an interesting diversification for the 
internal auditor. 


Development of the internal audit function 


I am quite sure that internal auditors can’ stand on their 
own feet, but it seems to me that the external auditors can 
play a part in the development of the internal audit func- 
tion. As businesses continue to become increasingly com- 
plex and the use of computers is extended, so the auditor’s 
role will be expanded and will require greater expertise. 
The establishment of an efficient internal audit service 
should lead to the expansion of the role of the internal 
auditor as management recognizes the resulting benefits. 
However, the external auditor as an independent party will 
continue to play a part in persuading management of the 
benefits to be gained by instituting and perhaps extending 
such a function and by helping in the initial formation and 
training of a department, particularly in relation to 
computer auditing. 

Recruits into the internal audit ranks may come as 
qualified accountants from practising firms, where one 
hopes that their experience should provide a sound base 
from which to start as an internal-auditor, or they may be 
recruited directly from university. Whatever the source, it is 
essential for management to provide opportunities for 
internal audit staff to transfer to other company functions. 
Many companies now consider such a tour of duty as an 
essential part of management education and I am sure that 
unless this sort of policy is followed and a narrow scope of 
work is avoided, the right calibre of man will not wish to 
become an internal auditor and the general standing of 
internal auditors will not be improved. Whether it really 
wculd help to find an alternative description to that of 
‘internal auditor’ is best left for another day, but perhaps 
the heart of the problem, which is common 'to both internal 
and external auditors, is not in necessarily changing the 
name but in making the audit function attractive to the . 
young man. 

A number of companies today recruit specialists other 
than accountants into their internal audit ranks and no 
doubt this will lead to work which is much more con- 
sultancy-oriented. However desirable this policy may be 
in making work more attractive, I hope that it will not result 
in the subordination of the internal audit function of the 
sort that has been discussed today. 

Perhaps the time will come when statute provides for a 
specific internal audit function. In any event, I am sure 
that there is bound to be an increase in the internal audit 
function in all sizes of company and with this must follow 
the development of a greater understanding between the 
internal and external auditor, which can only be to the 
benefit of management and shareholders alike. 
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Changes in Accounting Practice Cannot 
Alter ‘Real’ Profit — or Loss 


ATERPILLAR TRACTOR COMPANY, of: Peoria, 
Illinois, is a company that older readers of this column 
will. well remember. The quahty and speed of Caterpillar’s 
reporting were commented on when company reporting in 
Britain was beginning to move cut of the 1948 Act and towards 
the developments which were eventually consolidated into the 
1967 Act. l 
Caterpillar reported quarterly — even, in brief, monthly — 
and the views on what constituted’ good and conservative 
accounting principles were propounded with force by Mr 
William Blackie, who was in those days in charge of the com- 


Dong e finances, but who is ncw in the elevated position of 


chairman of the board. That pits him at the very top of the 
company; chairmen in American company hierarchy have 
precedence over presidents. 

The report from which this week’s reprint of the 1970 accounts 
is taken records that Caterpillar was selected by a survey of the 
chief executives of 2,300 major US corporations as one of the 
best-managed companies in the United States. The selection was 
made in response to a poll conducted by Dun’s Review, a 
monthly magazine of business and industry. . S 

Each of the ten companies was chosen for what the voters 
considered to be its most distinguishing characteristic. Cater- 
pillar’s selection was based on ‘the image of quality that has 
always characterized its products, and the major contribution 
this has made to its revenues ani profits’. l SE 

Í 
Quality of earnings 


This theme was taken up and translated into accounting 


terms by Mr Blackie at Caterpillar’s annual meeting, with the. 


difference that he spoke of the ‘cuality of Caterpillar’s earnings’ 
rather than of its products. 

Results of business operations, Mr Blackie said, are reported 
‘in conformity with generally accepted accounting principles 
applied on a basis consistent w-th that of the preceding year’. 
But the tolerances of generally accepted accounting principles 
are in some matters fairly broad and for that reason the notes 
to Caterpillar’s financial statements are prefaced with a sum- 
mary of the significant accouncing practices followed by the 
company. - 

The innate Scottish caution oT the chairman comes out in the 
statement that ‘the basic th:nking which has permeated 
Caterpillar’s financial reporting is to the effect that over the 
long term ‘conservatism’ in the determination of earnings is 
most likely to be in the best interests of the company and its 
shareholders. 

Practices adopted by the company ‘minimize the possibility 
of overstating reported earnings’. In that way not only the 
hazard of retrospective reduct:on of earlier reported results 
is avoided but also ‘the danger of having decisions made and 
acted upon on the basis of figures which might eventually 
transpire to have been something less than realistic’. 


“LIFO” 


But in words that should be emblazoned in all boardrooms, Mr 
Blackie stated: “The fact of the matter is that changes in ac- 
counting practices cannot change “real” profit — or loss. All that 


they can do is alter the method of measuring something which, 
in the case of a going concern, is more in the nature of a con- 
cept than a hard reality.’ 

Annual financing accounting has to determine the degree 
to which an organization has or has not realized gains between 
the beginning and -the end of the financial year. Net accretion 
to wealth or capital is stated in money values as a method of 
expressing the outcome of the measurement process in terms of 
a conveniently available common denominator. It is prudent 
to recognize as gains only those increments of capital which are 
realized or can be properly considered realizable and at the 
same time to make provision not only for losses already sus- 
tained but which can be anticipated. 

This sort of thinking is reflected throughout Caterpillar’s 
accounting practices. In an inflationary economy it should be | 
recognized that where cost is to be recovered (hopefully) in 
price, it is not the cost of the goods sold that is to be recovered 
but the cost of their equivalent to be replaced. Determination 
of profit is based on the concept of a ‘going concern’ not of one 
to be liquidated and terminated. 

That is why a major portion of Caterpillar’s stocks is stated 
on the ‘last in first out’? method adopted in 1950. The result of 
this practice “is to moderate the overstatement of reported 
profit which, because of inflation, would otherwise arise as a 
consequence of changes in price and cost relationships between 
the time of original purchase or manufacture of goods and their 
later sale’. | 


Inadequate methods 


The reasoning which prompted adoption of the ‘relatively 
conservative’ accounting for stock consumption also favoured 
determination of depreciation charges on physical properties on 
an accelerated basis as opposed to an alternative straight line 
basis. Caterpillar’s charges for depreciation are heavier in the 
early life of a wasting asset and lighter as the service life of the 
asset moves towards expiration. 

But Mr Blackie drew his audience’s attention to what he 
considered the.more important point: ‘the inadequacy of all 
methods of accounting for depreciation which use original 
cost as the amount to be amortized’. Using original cost has the 
effect of charging off the last decade’s lower (construction) 
costs against the next decade’s higher price revenues — without 
regard to the fact that, if the enterprise is to maintain its earning 
capacity, the capital eroded by inflation will have to be made 
good when assets are eventually replaced. Few costs have been 
rising faster than building construction costs. 

Internally, when depreciation is an element in business 
decision-making, approximate current cost is used as the basis 
for calculations. Externally, this does not conform with ac- 
cepted accounting principles nor with US tax requirements. 
The difference between what is desirable and what is accepted 
is noted in the statement of accounting practices. 


Change by others 


Having stated Caterpillar’s case, Mr Blackie went on to com- 
ment on the current frequency with which changes in ac- 
counting practices are being adopted by other companies, 
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Net Non-  Long-* ` 
Locations current. current term Net 
of subsidiaries assets assets debt - assets 
(Millions of dollars) 
Australia ee ere EE SN $ 25.5 $ 7.2 $ 15 $ 39.8 
Beigiumand France... keeras 24.9 99,7 41.0 80.6" 
Brazil........ eebe Eech ae 11.2 10.8 mm 22.0 
Canada ..... ae eT ee ites thet Kees 9.1 2.0 — 41.1 
Great Britain .......... HE EEN 22.6 | 31.6 one 542 
Hong Kong and Singapore..... EG - 19.8 1.4 — “24 2 
T S E Sep 2.2 SEA 3.8 

South Africa ........---5 pe cee etn’ ves , 33 1.1 _ 6.4 
Switterland Seen deeg ée vere 84 A8 — 80.3 

$193:0° $160.3 $42.9 $310.4 
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ACCOUNTING PRACTICES 


The significant accounting practices followed by the Company i in determining profit are 
as follows: 


BASIS OF CONSOLIDATION 


All companies described as subsidiaries of Caterpillar Tractor Co. are wholly owned. 


The consolidated results of operations include all subsidiaries, but the consolidated 
financial position excludes Caterpillar Crediz Corporation and Caterpillar Overseas 
Credit Corporation S.A. Investments in these credit company subsidiaries are carried at 
cost plus the profit retained by them. Affiliated companies (Note 2) are not cansolidated 
and are carried at cost, 


INVENTORIES 


A major portion of the inventories is stated on the baste: of the “ast-in, first-out” 
method of inventory accounting adopted in 1950. This is a generally accepted accounting 
method designed to allocate incurred costs in sich a manner as to relate them to revenues 
more nearly on the same cost-price level than would the “first-in, first-out” method used 
prior to 1950. The general effect is to determine reported profits without including therein 
a major portion of the increases in inventory zosts which result from rising price levels. 


DEPRECIATION 


Depreciation is computed principally on the “sum-of-the-years-digits” method A both 
income tax and financial reporting purposes. This method results in a larger allocation of 


the cost of buildings, achine and equipment to operations in the early years of the livés 
of assets than does the straight-line method. 


The depreciation rates used are principally based on the “guideline” lives established by 
the U.S. Internal Revenue Service. 


The generally accepted accounting principle followed with respect to buildings, machin- 
ery and equipment is the systematic allocation to each year’s operations of a portion of the 
original cost of these facilities. The plant assets currently in use were acquired over many 
years at price levels which were lower than current price levels. The portion of the original 
cost of these assets allocated to each year and used in determining profit was, therefore, 
substantially lower than if a provision had been made on the basis of current replacement 


` price levels. 


RESEARCH AND DEVELOPMENT COSTS 


Research and development costs related to both future and present ESCH are SE 
against operations as incurred. d 


Nä 


INVESTMENT CREDIT 


Investment tax credits are accounted for on the “flow-through” method, which re- 
cognizes the benefit in the year in which the assets which gave rise to the credit are placed 
in service. This is consistent with the treatment for income tax purposes. The alternative 
method would allocate the credit over the depreciable lives of the related assets. 


“NOTES TO FINANCIAL STATEMENTS 





€ 


1. Subsidiaries outside the United States 


The net assets of the subsidiaries outside he United States and included in the con- 
solidation at December 31, 4970, are as follovs: 











Sales to customers outside the United Stazes were $1,117.6 millión or 52. Biet consoli- . 


dated sales. More than 70% of these sales corsisted of product manufactured in the United 


.. States on which the consolidated profit margin is substantially the same as on product 


ki 


manufactured and sold to customers in the United States. 


The product of manufacturing subsidiaries located outside the United States in most 
instances consists of components manufactured or purchased abroad which are assembled 


with components manufactured in the United States and sold to the subsidiaries at inter-_ 


company prices. The profits of these subsidmries do not bear any definite relationship to 
their total net assets and, consequently, are not reported Separately. . 


2. Affiliated companies and unconsolidated subsidiaries 
Affillated companies 


The “investments in affiliated companies” consists of 50% equities in “Caterpillar 
Mitsubishi Ltd., Japan ($28.3 million) and in Tractor Engineers Limited, India ($.6 million). 
These investments are carried at cost. The other 50%, owners of these companies are, 
respectively, Mitsubishi Heavy Industries, Ltd, Tokyo, Japan, and Larsen A Toubro 
Limited, Bombay, India. s 


ra 


Caterpillar Mitsubishi was organized in 1963, and ERN start-up and preoperating ` 


expenses were, as anticipated, incurred in the early years of its operation. lt has, however, 
operated at a profit for the past three years. For its fiscal year ended September 30, 1970, 
Caterpillar Mitsubishi reported pretax prcfit equivalent to $8.5 million, which reduced 
its accumulated deficit to the equivalent of $9.4 million. This is SE carried forward to 
reduce profits atherwise subject to income tax. 


At December 31, 1970, $38.5 million of bank loans to Caterpillar Mitsubishi and Tractor 
Parr were guaranteed by Caterpillar Overseas S.A. and, partially, by Caterpillar 
ractor Co. 


Unconsolidated subsidiaries : 
The combined condensed financial statements of Caterpillar Credit Corporation and 


' Caterpillar Overseas Credit Corporation S.A. are as follows: 


Financial Position December 31, 











(Millions of dollars) 1970 1969 
" Current assets: | 
Cash KW! E EE zeg eg » zë Seege gg LW) Sp EA SA E Sege RA 6 € $ 2.7 $ 52 
Receivables-including $12.6 and $7.7 due after one year ...... 67.6 37.7 
70.3 42.9 








Deduct: Current liabilities: 























Trade accounts...-. re es DEER EE or 8 6 
Notes payable ...... E ave havens Bag tastes eaten es 45.5 23.5 
Taxes based on INCOME... ..0--- eee SCENE er be? ki 
46.5 24.3 
Net current assets....... DEG dee sawia 23.8 18.6 

Deduct: Subordinated debentures and notes payable to consolidated 
companies `, ee ree PO rr EE DE 410.7 6.7 
Net assets és gé pk ep sep e e at Sep ée sg app gp see gp app egp ege e a E gg $13.1 kd $ 11.9 

Ownership: 

Common stock ......... EH ER nde Ma ey % $ 69 $ 63 
Profit employed in the business’ ............. oe Sek 6.2 5.0 
së | ' $131 $11.9 


Results of Operations l Year ended December 31, 





























(Millions of dollars) 1970 1969 
interest income ....... EEN RE ins SS eee $ 6.7 $4.4 
Deduct: - 

Expenses `... eg Ee eg SE 4.7 2.7 

Taxes based on income ........... steamer chee Sale eee Ze nee 8 ki 

CHE SÉ 3.4 
Profit for year age NNN EN AE ECK EEN Reeg ts Sis ‘ates 1.2 1,0 
Profit employed in the business at beginning of year .,...0...... 5.0 0 
Profit employed in the business at end of year...... ON ëch $ 6.2 $5.0 

"3. Long-term debt or 

Debt due after one year at December 31, consisted of the following: 

1970 1969 
By parent company: ; (Millions of dollars) 

Nores—3$%, due 1972 woe... ee cena ewe E resu $ 7.0 $ 140.5- 

Debentures—5%, due 1972-1977 oo... ees Ge ives 32.5 35,8 

Debentures—54%, due 1972-1986 = ......... gd E 37.5 40.0 

Debentures—~5,30%, due 1973-1992 .........., bereet Ges 150.0 150.0 
By subsidiaries—-due 1972-1988 (equivalent to}. ee Ss 56.9 70.1 

l $283.9 $306.4 

` The foregoing long-term debt at December 31, 1970, was payable as follows: 
` (Millions of doltars) 

4972. LSW? zeg ss seg bas pap Ss LW Stee A eg pg es k+ $ 314.6 
1973 see eae eo ease RL etptRaebkneb seo eae ewe SF SS eooenene oe 30,5 
Kr e Eeer Se 13.8 
1975-1979 ......2. E ee bee eg wee 78.6 
1980-1984........ Siena DEE WI 63.3 
ke EE Eed Ee 66,1 

$283.9 - | 


RY TINNY! ENEE ` LEE ENEE ERENNERT 
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There are varying restrictions on the payment of cash dividends under the agreements 
and indentures relating to the long-term debt. As of December 31, 1970, under the terms 
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Changes in options during the year 1970 were as follows: 











of the most restrictive agreement, approximately $580 million of profit employed in the Shares 
business was not available for the payment of dividends. Outstanding at December 31, 1969......... deeg ee eA ene 400,865 
4. Receivable from customers and others Exercised EECH PEN TE E E (10,675) 
Receivables at December 31, 1970, include $102.7 million evidenced by promissory notes aS NEE E KEE EE (64,176) 
from dealers and customers. Approximately $31.9 million of these notes mature beyond , . 
1971, but are included in current assets in accordance with the accounting practice followed 326,014 
within the industry, ` ~ sam nk 
E based Sn income Outstanding at Pecember 31, 4970 
Taxes paid or payable exceed taxes charged to operations by $2.0 million for 1970 and At average price of $21.94 per share ...... ery te NS EE e 112516 
$1.5 million for 1969, which amounts are applicable to future years. Investment credits At average price of $40.75 per share ........ e, 165,370 
were $1.6 million and $3.7 million for 1970-and 1969, respectively. At average price of $50.29 per share ..... EE 48,128 
6, Preferred stock ‘ 326,014 
The Board of Directors is authorized to issue up to 5,000,000 shares of preferred stock in 


series and to determine the number of shares and the dividend, conversion, voting, 
redemption, liquidation, and other terms of each series. As of December 31, 1970, none of 
the shares had been issued. , 


7. Stock options 


In August, 1959, and April, 1970, shareholders approved plans providing for the granting 
to officers and other key employees of options to purchase common stock af the Company. 
Authority to grant options under the 1959 plan expired in August, 1969, Under the plan 


approved in 1970, 800,000 shares were made available for issuance upon exercise of future: 


8. Pension plans 


The Company and its subsidiaries have several pension plans covering substantially all 
employees. Total pension expense for the years 1970 and 1969 was $33.0 million and 
$30.5 million, respectively, which includes amortization of prior service costs over periods 
not to exceed 30 years. The Company’s policy is to fund accrued pension costs. Based on 
actuarial estimates, the computed value of vested benefits exceeded the totals of the 
respective pension funds at December 31, 1970, by approximately $90 million. 


Increases in pension plan benefits effective during 1971 will increase the cost of pensions 


option grants. At December 31, 1970, no grants had been made under this plan. approximately $10 million for 1971 and approximately $19 million for each year thereafter. 


STATEMENT 3 


SOURCE OF CONSOLIDATED NET ASSETS 
(Millions of dollars} 





: j 
CAPITAL STOCK, COMMON 


Profit 




















employed in 
i the business 
incorporated Total in 
Number of Amount paid- in capital capital 
Year shares in for stock accounts accounts 
1925-26 issued for net assets of predecessor Companies... EE yee.  1,625,000(1) $ 12.3 $ — $ 12.3 
1928 Issued for net assets of Russell Grader 
Manufacturing Company `... Se ee KEE eebe GE eg 2 86,127 25 — 2.5 
1929 Sola for eash ....... EE CNA, Zeite Wa Ser EEN EE eg 171.113 8.3 — 8.3 
Balance n ».erzna teen eee nnencerees A gaan eeesEaasrsst eee eee eee eee wees eevee enesrereenint (ORK 1,882,240 23.1 = 23.1 
4949 Exchange of two shares of $10 par . ~ , 
value common for each share of : 
no par common Ss ettspsesassebaen Strenz ssaagassssser oe ete ae ä ans ss a srterpsgsssssssektrtat epes 4,882,240 um 14:5(2) 14.5 
Balance after stock split... ecsssnasas see ate ane 8 Stee CARER SE CAR OD Kee dg ec 3,764,480 23.1 14.5 37.6 
1951 Issued for entire capital stock , 
of Trackson Company `... p deanna aa che ee er D ee EE Sieg 54,000 2.2 — 2.2 
1952-55 Sold under stock option plan EE 38,372 1.7 — 1.7 
4953-54 Issued as 4% stock dividends ......... ER nieve ee eege Ee eg 311,785 D 16.9(3) 16.9 
f Balance — A d'Re EEN geheegt aes 4,168,637 27.0 31.4 58.4 
1955 Issued one additional share for each share i ; 
outstanding geg deeg gees EE E 4,168,637 E 24.9(2) 24.9 
Balance after stock split ....... Pie pana: EE EE E ‘8,337,274 27.0 56.3 83.3 
1955-59 Sold under stock option plan ..........40- NEE EE EA ee 192,038 7.4 — 7.4 
1956 Sold for cash ........ P er eee er EEN ee Ee Eer 500,000 . 33.2 — "33.2 
1956 issued for entire capital stock of 
Englehart Manufacturing Company = .........22020000: Ma See See E Ee 20,000 1.9 = 1.0 
Balance ...... EE WEE AE Eet -. 9,049,312 , 68.6 363 124.9 
1959 Exchange of three shares of ` i 
no par value common for each share of ` 
$10 par value COMMON `... eee ere ee ee ee Tr EEN EN 18,098,624 = — — 
: Balance after stock split .......... KE areca E ee ee rere eer EE Eege EE EE 27,147,936 68.6 56.3 124.9 
4959-64 Sold under stock option plan `... ee ee eT ee 174,287 3.9 — 3.9 
Balance ........ EE See 27,322,223 72.5 56.3 128.8 
1964 Issued one additional share for each share : Í , 
outstanding “eu ER ee ey ee | ee 27,322,223 E = kend 
Balance after stock pit... Wee EE 54,644,446 72.5 56.3 128.8 
1964-70 Sold under stock option plan ......... Perai aan E ea N ge E de cies E 361,030 6.8 = 6.8 
1965 Issued for net assets of Towmotor Corporation 2.0... ec cee ce cece cece ere ene eae ns ene eeteeenetes 1,891,678 2.3 1:0 3.3(4) 
56,897,154 $ 81.6 $57.3 ` WEE 
PROFIT EMPLOYED IN THE BUSINESS (EARNED SURPLUS) Appropriations : 
i Incorporated Amount at 
. Cash in capital end of 
Year ` ; f Profit dividends accounts period 
EE EE en ER $1 446.6 $700.1 $ 57.3 ” $689.2 
1969 naases Biereg ee E 142.5 68.3 — 763.4 
1970 aaa EE hee Ee tege DE 143.8 68.3 — 838,9 
$1,732.9 $836.7 $ 57.3 828.9 
Source of consolidated net assets (statement 2} 21... ceca ee eee eee WEE dee SEN E E E EE $977.8 





(1) At incorporation, 260,000 shares of common stock were issued for net assets of predecessor companies. in February, 1926, those shares were increased to 325,000 shares by a five-for- 
four stock split effected in the form of a 25% stock dividend. In December, 1926, a conversion of five shares for one share increased the issued shares to 1,625,000. 

(2) Excess of par value of shares outstanding after stock split over amount carried in capital accounts prior to the stock split. 

E Market value of stock at date issued as 4% stock dividends. i 

4) Total of common stock and capital surplus accounts of Towmotor Corporation at the date of the merger, 
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Year Sales Amount 


Profit 


Per share 


Cash dividends on 


Percentage of common 
of sales stock(1)(2} Amount Pershare(1) ete, 


common stock 


Materials, 
supplies, 
services 


purchased, for em- 


MO IN | MLN? (§ L—_- ST O A O Aaa 


1927 26.9 5.7 
1928 35.1 8.7 
1929 51.8 12.4 
1930 45.4 9.1 
1934 244 1.6 
1932 13.3 (1.6) 
1933 14.4 4 
1934 23.8 3.8 
1935 36.4 6.2 
1936 54.4 10.2 
1937 63.2 10.6 
1938 48.2 3.2 
1939 58.4 6.0 
1940 73.1 7.8 
1941 102.0 77 
1942 142.2 7.0 
1943 171.4 7.6 
1944 242.2 7.3 
1945 230.6 6.5 
1946 128.4 6.1 
1947 189.1 13.5 
1948 218.0 17.5 
1949 254.9 17.2 
1950 337.3 29.2 
1951 394.3 15.8 
1952 480.8 22.7 
1953 4378 20.6 
1954 406.7 25.9 
1955 533.07 36.0 
1956 685.9 55.5 
1957 649.9 40.0 
1958 585.2 32.2 
1959 742.3 46.5 
1960 716.0 42.6 
1964 734.3 55.8 
1962 827.0 61.9 
1963 966.1 773 
1964 1,216.6 129.4 
1965 1,405.3 158.5 
1966 1,524.0 150.1 
1967 1,472.5 106.4 
1968 4,707.1 121.6 
1969 2,001.6 142.5 
1970 2,127.8 143.8 


(1) Amount shown is in 
dollars per share after ad- 
justment for stock splits 
in 1926, 1949, 1955, 1959 
and 1964. 


23.68% 
20.86 
21.28 
24.86 
23.96 
20.05 


6.50 

(12.23) 
2.46 
15.98 
417.45 


18.90 
16.72 

6,71 
10.28 
10.71 


7.60 
4.93 
4.42 
3.03 
2.82 


4,76 
7.13 
8.00 
6.74 
8.67 


4.01 
4,72 
4,71 
6.37 
6.76 


8,09 
6.16 
5.51 
6.27 
5,95 


7.60 
7.49 
8.00 

10.61 

14.28 


9.85 
7.22 
7.12 
7.12 
6.76 


$ .077 
.102 
EL 
196 
KE 
186 


LES 
(.033) 
007 
078 
128 


209 
210 
„054 


Ait. 


160 


<159 
-143 
-4155 
NEI 
133 


125 
KC 
357 
343 
577 


298 
437 
396 
502 
699 


1.016 
725 
580 
.842 
770 


1.012 
-1.124 
1.416 
2.280 
2.796 


2.643. 
1.872 
2.139 
2.505 
2,527 


{2} Computed 
average number of shares 
outstanding. 


14.3 
13 
9.6 
8.0 
43.3 


16.9 
21.6 


21.6 


24.4 
27.2 


27.2 
27.2 
31.4 
42.6 
56.4 


68.0 
68.1 
68.1 
68.3 
68.3 


on weighted 


$ .015 
.039 

` 064 
-095 
116 
154 


O77 
096 


116 
"416 
116 
- 435 
173 


228 
231 
A94(4) 
.162(4) 
266 


315 
399 
400 
.450 
500 


500 
500 
375 
.750 
1.000 


4,200 
1.200 
4.200 
1.200 
1.200 


11.4 
18.0 


" 277 
33.5 
20.5 
30.0 
36.9 


57.6 

78.1 

87.5 
146.5 
139.4 


78.0 
110.4 
121.2 
147.4 
187.7 


279.6 
254.3 
237.0 
195.1 
306,3 


381.3 
380.0 
275.5 
409.2 
383.5 


370.6 
415.5 
491.7 
623.0 
705.5 


784.8 
788.6 
845.6 
1,064.3 
1,087.7 


Wages, 
salaries 
and con- Taxes based on income buildings, Deprecia- 
tributions 


ployee 
benefits 


$ 2.9 
4.8 

5.8 

7.8 
11.5 
19.6 


6.7 
5.3 
5.2 
8.0 
11.2 


17.4 
21.7 
16.7 
19.7 
23.5 


34.0 
43.9 
54.4 
70.4 
62.2 


52:2 
65.0 
71.4 
76.8 
90.0 


111.3 
137.3 
135.0 
125.9 
174.2 


205.4 
216.5 
164.0 
245.6 
244.0 


229.2 
250.2 
280.9 
353.1 
408.2 


473.4 
490.0 
571.6 
652.9 
710.3 


Amount 


8.4 
{5.3 
18.2 
17-6 

9.3 


2.5 


7.9 
10.3 
10.8 
33,2 


20.5 


46.0 


36.3 
28.0 
39.3 


59.7 


40.1 . 


26.1 
39.7 
31.3 


51.6 
52.2 
81.6 
118.3 
130.3 


109.7 
61.0 
90.5 

130.6 

129.9 


5.25 


8.24 
10.75 
10.59 

7.27 

4.02 


1.92 
4.17 
4.74 
4.25 
9,84 


5,20 
9.58 
8.29 
6.88 
7.37 


8.70 
6.17 
4.46 
5.35 
4.38 


7.02 
6.31 
8.45 
9.72 


EK 


7.20 
4.14 
5,30 
6.52 
6.11 


Capitalized 
expenditures 
for land, 


ment 


5.0 
3.2 
4.2 
1.3 
3.7 


11.1 


21.7 
18.1 

8.3 
17.4 


26.5 
17.2 
33.9 
21.7 
30.9 


31.4 
73.6 


54.6 | 


59.1 
53.2 


27.9 
31.9 
44.9 
60.8 
98.1 


140.3 
219.9 
183.3 
110.0 
173.2 


machinery tion and 
Percentage and equip- amortiza- numberof stock at 


of sales tion 


79 
10.6 
12.8 
16.0 
18.6 


22.3 
21.8 
27.7 
28.0 
28.3 


31.6 
33.8 
41.2 
43.7 
46.2 


51.7 


64.0 


82.2 
95.9 
99.5 


(3) In addition, dividends were paid of 7/200 of a share of preferred 
stock for each share of common in 1936 and 3/100 of a share of 
preferred stock for each share of common in 1937. A portion of 
` the 1936 dividend was payable in cash at the option of the share- 
holder and in 1938 and 1939 the preferrea stock was retired for 


cash. 


Number of 
share- 
holders of 


Average common 


E H en — e EN es 
> 


employees year end Year 
2,537 1,919 1925 
2,931 2,556 1926 
3,511 4,597 1927 
4,897 6,851 1928 
6,875 10,820 1929 
6,282 12,812 1930 
3,737 15,983 1931 
3,247 17,451 1932 
3,501 15,668 1933 
5,586 15,014 1934 
7,488 15,063 1935 
11,168 - 15,062 1936 
12,234 15,626 1937 
9,432 16,553 1938 
10,671 16,838 1939 
11,781 17,175 1940 
15,292 17,224 1941 
16,488 17,225 1942 
18,252 17,455 | 1943 
20,455 17,464 1944 
18,609 18,383 1945 
19,755 18,799 1946 
20,925 18,991 1947 
21,638 18,662 1948 
22,795 18,863 1949 ` 
24,746 19,211- 1950 
28,633 19,171 1951 


31,678 19,348 1952 
29,643 19,597 1953 


25,783 19,515 1954 
31,400 24,274 1955 
37,909 26,376 1956 
39,491 27,555 1957 
31,060 27,330 1958 
42,120 28,694 1959 
40,638 33,460 . 1960 
35,810 34,262 1961 
36,364 34,139 1962 
38,5277 33,138 1963 
46,204 39,515 1964 
50,800 47,840 1965 
55,107 50,180 1966 
56,635 48,940 1967 
59,848 48,126 1968 
63,939 47,178 1969 
66,062 48,201 1970 


(4) In addition, dividends of 
4% were paid in common 
stock. 
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with particular reference to a spate of ‘special items’ or ‘extra- 
ordinary charges’ being passed through earnings statements. 
These charges refer in the main either to adjustments to pre- 
viously reported earnings or to ‘house-cleaning’ so that future 
reported earnings shall not be encumbered by the carry- 
forward of past costs. 

The present spate of such cases in the United States appears, 
Mr Blackie suggests, to have much to do with situations where 
both earnings and the market price of a company’s equity are 
substantially below earlier levels. Clearing the decks should 
serve to ‘improve’ future reported earnings and possibly increase 
the equity price. 

‘Caterpillar’s decks, however, are already clear and it has 
neither need nor desire to have its accounting practices in- 
fluenced by the market price of its securities’, states Mr Blackie. 


Institutional Role 


NSURANCE companies are the biggest single source of 

investment funds and the role of the institutional investor in 
ordinary shares is currently a matter of debate. Should the 
institutions — largely the insurance companies — take a more 
active and positive line’ as shareholders? The Prudential 
Assurance Company’s chairman, Mr Kenneth Usherwood, 
recently made his company’s views clear. 

He admitted that since the Prudential’s primary function in 
respect of ordinary share investments is to protect the interests 
of policy-holders and shareholders, the proper reaction should 
be to sell a shareholding if there are doubts about a company’s 
management. But a sale is unlikely to be possible because 
holdings of the size typical of Prudential’s portfolio cannot 
easily be sold at acceptable prices, particularly where doubts 
have already arisen on the adequacy of existing management. 

The Prudential is often the largest shareholder in a company 
and inevitably will be involved in many difficult situations 
requiring shareholders’ intervention. Involvement in the past 
has usually arisen in this way and has been ‘much more frequent 
than the relatively few instances which have become a matter of 
public comment’. 

Problems, Mr Usherwood comments, ‘often lead to delicate 
and difficult negotiations, which will have a better chance of 
success if they can be conducted discreetly’. 


Changed view 


A particular point made by Prudential’s chairman was that 
although in the past the desirability of vigilance as a shareholder 
has always been recognized, apprehension has been caused by 
doubts concerning political reaction to any strong display of 
influence exercised over companies in which shares are held. 
In the past few years, however, the view has developed that it 
would be in the best interests of the country if institutional 
investors were more vigorous in their efforts to maintain 
efficient management in the companies in which they invest. 

This, Mr Usherwood recognizes, could also be in the best 
interests of Prudential’s policy-holders and shareholders and he 
accepts that ‘in practice the brunt of the increased effort must 
be borne by the large institutions’. 

At the same time he believes that many advocates of more 
active intervention underestimate the difficulties. "We do not’, 
Mr Underwood says, ‘regard ourselves and neither should 
others as having any particular expertise in the management 
of industrial companies. Nevertheless, we are increasing our 
capacity to undertake and maintain closer relationships with 
companies in which we invest. In this way we should acquire a 
better understanding of the problems of company management’. 
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City Notes 


HE welling up of take-over activity has put a little froth on 
to the substance of basically better conditions in the London 
equity market. The improvemen: has been marked since the 
Chancellor of the Exchequer hinted that he may take reflationary 
action this month,— the hint commg in the form of a statement 


that no panic measures are necessary. 


No one will contradict Mr Barber on that point, but where 
they have been contradicting him is on the point that the 
Government does not have to take any action at all. “Wait 
and see’ is not a policy that suggests virile Government, even 
allowing for the fact that the Common Market negotiations 
seem to have had the effect of numbing all other parts of govern- 


ment into inactivity. 


Industry does not currently want great new freedoms in 
terms of easier borrowing conditicns and the rest of it. Industry 
wants to see the Government attermpting to introduce and follow 
a realistic policy which at least stends some chance of reducing 
the rate of inflation from its.present perilous level. 

Then, possibly, industry may begin to rekindle the fires of 
its confidence that have been prcgressively damped down and 


doused by the inadequacies of government policies over the past 


six months and more. ` i : 
o% a * a 


NSTITUTIONAL investors who sold out of Cunard shares, 
and thereby let the special situetion experts in, have come in 
for some caning from stock-market commentators. The same 
commentators have in the past argued that the institutions 
should either take a much closer :nterest in the management of 


E ailing companies in which they hold shares or should take.a 


view and sell the shares. In defence of the former institutional 


-~ shareholders of Cunard it may be said that they took a view of 


Cunard prospects and found. prospects for earnings and dividénd 


poor. Hanging on to shares in the hope that the company may 
become a ‘special situation’ is not necessarily the normal way of 
institutional investment life. Nor is it the way of institutional 
investment life to make a special situation out of an ailing share 
in the portfolio. That is how other specialist market operators. 
function; there is nothing wrong about it at all, but it is not the 
way the institutions work. 
KI ` Kol Ka BE 
S the new chairman of the Building Societies Association, 
Mr Stanley Morton, managing director of the- Abbey 
National, has created some controversy by putting the view that 
the impending introduction of the Bank of England’s version 
of banking freedom may have the effect of putting. up building 
society lending rates. 
If the clearing banks emerge as competitors for the type of 
savings that building societies currently attract, the prospect is 
that.rates offered to depositors will rise and that competition 


- for funds will be intensified. Building societies cannot raise 


their lending rates to depositors without increasing the rates 
charged to borrowers. Therefore freedom for the banks could 
mean higher mortgage costs to the public at large. 

Mr Morton. considers that the authorities should address 
themselves to considering ways and means of increasing the 
total volume of savings rather than considering ways through 
which competition for the same volume of savings may be 
increased. It is more essential to increase the size of the savings 
cake than it is to redistribute the slices of the existing one. 

On the subject of increasing the size of the cake by incentives 
to saving, Mr Morton, like many other people, wonders why 
contractual savings through life assurance is alone ‘allowable’ 
for-tax purposes. Contractual savings in any. other form is a 
‘net’ affair. SE die 


RATES AND PRICES 
Closing prices, Tuesday, July 6th, 197I 
Tax Reserve Certificates: (26.4.71) Companies 44%; 


23% surrendered for cash; Personal 4% 


À Bank Fate = | , ‘Money Rates © 
Noe 9, 1967  .. .. 64% Feb. 27, 1969 8% Day to day .. .. 34-53% Bank Bills : 
Nov. 18,1967 Se eg, 8% Mar, e, 1970 74% 7 days EH 4-6% 2 months 64-64% 
Mar. 21, 1968 "e Ze "E April 15, 1970 7% Fine Trade Bills 3 months 64-63% 
Sept. 19, 1968 7% April 1, 1971 6% 3 months .. ` 7-74 % 4 months 64-63% 
SC l - 4 months .., 1—74% 6.months 63-6 % 
Finance House Base Rate — July rst, 1971. 7% 6 months .. 47i% 
Treasury Bills | = Foreign Exchanges ` ` 
April 30 £56844% June 4 .. £5°6090% New York 2'4183 Frankfurt . 8:4660 
May 7 £56840% June 11 .. £5°6064% Montreal . 2°4735 Milan 1506°75 ` 
' May 14 : wee £5°6517% June 18 .. £5°6070% | Amsterdam .. ‘6275 Oslo 17°1895 
_ May 21 se .. £5°6276% June 25 .. £5°5917% Brussels 120°36 Paris ` a 13°3340 
May 28 £56318% July 2 ` .. £5°5925% Copenhagen 181325 Zürich-  .. te 9°9235 
Gilt-edged gf 
As well as the usual prices quoted at the close of business ` 
on press day, we also give below the quarter-end prices. 
June 30th. Fuly 6th -June 30th July 6th 
Consols 4% a = W e, 42 43 Funding 64% 85-87 834 834 
Consols 23% D be A S ,, 27 274 Savings 3% 65-75 88 $8 804 
Conversion 34% .. see si 38% 39% Treasury 9% .1994 Se oh tees gé .. 97% 97% 
Conversion 5ł% 1974 97% 97 ‘Treasury 63% 1976 = e as -- 98 993 
Conversion 6% 1972 100% 100 Treasury 34% 77-80 ` ran So .. 76$ 76$ 
Funding 34% 99-04 44% 454 Treasury 34% 79-81 75% 75% 
Funding 4%- l 98 98 Treasury 5% 86-89 684 683 
Funding 54% 78-80 853 85% Treasury 54% 08-12 63% 64. 
ding 54% 82-84 80% 80% Treasury 24% ae a ,, 27$ 27% 
Funding 52% 87-91 725 734 Victory 4% .. .. te ree ae .- 98 98t 
Funding 6% 1993 72% 734 War Loan 34% ee -- 384 384 
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COMPUTER COMMENTARY 


Low Cost Data 
Processing 


N extremely cheap computer service has been recently 

announced which practitioners might profitably consider 
for their clients with small to medium-sized businesses, and 
also for their own billing and job costing. Called “Budget 
Modular Accounting Plan’ (MAP), a suite of programs de- 
veloped by Randax-EDP into a total package deals with the 
basic accounting functions of any firm, such as stock recording, 
payroll, and postings to purchase and sales ledgers. 

A once-for-all charge which could be as low as {105 is made 
for setting up the file, and the charge for data processing for 
firms with approximately 500 accounts might be as little as 
£1150 per week.. Furthermore, Randax guarantee the quality 
and reliability of their MAP service under a financial penalty 
clause in the standard contract. Needless to say, however, 
charges increase in conformity with the volume of work in- 
volved. 

Speed and ease of implementation are always commendable 
factors, and Randax pride themselves on being able to have a 
system fully operational within one month after the user has 
signed a contract. Moreover, support services are available which 
include training aids, technical advice, documentation and 
data preparation services. Training aids include compact 
tape-recorders with instructional tapes on cassettes, and 
personal manuals to which reference may be made at any time 
by the staff of users, after an initial play-back and reading 
respectively. 

In the opinion of Mr Eric Hawthorne, F.c.a., the managing 
director of Randax-EDP, far too much time was being wasted 
by the average user in attempting to explain to the technical 
expert what he wanted to achieve, and there was still an enor- 
mous problem in terms of the effort necessary to ensure that 
communications were established between the ultimate user, 
the office clerical staff, the computer technician and even the 
computer itself. “When one considers this problem’, said Mr 
Hawthorne in London recently, ‘the tendency is to think in 
terms of on-line terminals and data communication equipment. 
We have not ignored this approach, but we regard it as being 
only a part of the solution.’ 

Randax have therefore made MAP as flexible as possible. 
Should a business be large enough to warrant the expense and 
capacity of a data transmission terminal in its own office this 
can be utilized within the scheme for effecting a fast turn-round 
operation. Should users wish to use punched cards, punched 
paper tape or OCR methods of input, these can likewise be 
processed on what is essentially a batch method of economical 
EDP - with staff training included for good measure. 


Auditors’ time billing system 


A system of time billing (ATBS) has been developed by the 
Midlands Computing Centre, in close consultation with a 
London (and provincially) based firm of chartered accountants. 
It could be easily implemented by practising accountants and 
be both economical and effective. Although flexible enough to 
be adapted to users’ exact requirements, there is no expensive 
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penalty for such individuzlity because it.is achieved by using 
Programming Mode 3, one of the most advanced programming 
aids available — developed as part of a joint venture contract 
with the Ministry of Technology in an advanced computer 
technology project. i 

With the implementing of a new system there is so often a 
temporary loss of efficiency during the: changeover period, 
mainly caused by insufficient attention being paid to the re- 
education of the user’s staff. In this case a very comprehensive 
manual, published to the National Computing Centre’s systems 
documentation standards, is issued, and customer training is 
carried out by the Midlands Computing Centre’s implementation 
team. In conjunction with the user manual this ensures a 
smooth changeover from any existing system. 

Only five basic source documents are ‘necessary from the 
user which comprise a staff time record sheet, schedule of 
billed jobs, time units adjustment sheet, schedules for additions 
and amendments, and also for deletions. The user has the choice 
of preparing his own data into a suitable media for computer 
input or delegating the responsibility to the bureau. If the latter 
choice is taken the data will be punched ‘and verified before 
being processed by one of the four computers of the organization. 

Accepted data from the input program is posted to the ATBS 
main file, and the final print-outs will show a time ledger 
report, office totals of headings billed and unbilled (high- 
lighting work-in-progress), analysis of unbilled units and value 
(showing extent of interchange of staff between offices), re- 
conciliation of details for controlling the main file, and the final 
charging report supplying all the detailed information necessary 
for invoices to be sent to clients. 

Charges by the bureau will only be related to the processing 
effected, and may therefore be kept to a minimum, even though 
each system is ‘tailor-made’. 


Faster and cheaper financial reports 


An ingenious program called ‘Report’ has been written by 
Leasco Response for managers, accountants and proprietors 
of small businesses who have access to a processing centre by 
telephone. This will facilitate on a time-sharing basis the 
preparation of one-off or repetitive accounting, financial reports 
and analyses, where accounting data is tabulated and compared 
with standards or other operating results. 

Operating costs are £6 per hour, plus £30 per month rental 
for a remote typewriter terminal in the user’s office. Reports 
can be produced quickly and simply using ordinary report 
terminology (rows, columns and titles) and no programming 
experience is required by the user. 


Models for all Types of Finance 


EVELOPED by management consultants within the Rio 

Tinto-Zinc Corporation, a financial modelling program, 
FMP, provides a means of evaluating implications of manage- 
ment decisions or of changes in a company’s environment ~ 
no matter in what industry the company operates. 

Designed for use by anyore versed in normal accountancy 
techniques, the program, written in FORTRAN, can be used for 
modelling an entire company to answer any questions on invest- 
ment appraisal, acquisitions, mergers, budgeting, cash-flow 
forecasts, sales revenue, stocks and work in progress. Input is by 
data on a simple form from which FMP makes appropriate 
calculations. Output is in the normal language of accountancy: 
profit and loss accounts, balance sheets, source and application 


of funds statements, analyses of sales, purchases, production and 


expenses, tax computations, statements of loan balances and 
interest, or any other presentation. Reports are printed in the 
format specified by the user and are not predetermined, so that 
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the precise information required is obtained without any of the 
restraints often imposed by computer programs. 


Mr W..R. V. Archer, A.C.A, senior consultant of RTZ 
Consultants, 6 St- James Square, London Wr, would be willing 
to discuss. the program with anyone from any industry. It is 
claimed that FMP has already been used successfully in the 
financial evaluation of several major industrial projects, and that 
earlier versions have been used in a number of companies outside 
the RTZ Group, engaged in industries such as mining, 
steelmaking, metal smelting, engineering electronics, paper 
manufacture, soft drinks distribution and consulting engineering. 
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Development of ICL Systems 4 


Already powerful processors, the ICL Systems 4 have been 
developed to meet more exacting requirements in the com- 
mercial world. For example, in the case of the 4-72 the per- 
formance has been increased from 10 to 20 per cent over that 
of the 4-70 because of faster program and shorter instruction 
times. Differences in the use to which they may be put are 
exemplified by the recent orders for two 4~72s by the Com- 
mercial Union Assurance Group, and a further two for the 
LACES project at London (Heathrow) Airport for imported 
cargo. 
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Letters 





Form of Audit Report 


SIR, — Your most interesting and informative article on the 
accounts of Thos Barlow & Sons Ltd contained in the issue 
of April erh, comments on the form of our audit report and 
its reference to the ‘Companies Act 1926’. 

Whilst we agree with youz views that the upgrading of 
professional standards of reporting does not depend upon 
updated enactments, we would nevertheless point out that 
our Act is by no means as outdated as the date “1926” would 
indicate. There have been a number of revisions to the Act 
and the major amendment >f 1952 contains many of the 
recommendations of the English Cohen Commission — in- 
cluding the provision dealing with group accounts. 

Our present Act is due for amendment and the new report 


of the Company Law Commission was recently published. 


One of the recommendations accepted by it was that a more 
concise form of audit report be adopted, this having been. put 
to it by the National Council of Chartered Accountants (S.A.). 

However, until the recommendations are embodied in the 
new Act, we, along with the majority of South African auditing 
firms, have considered it correct to use the audit report required 
by the existing Act. 

Yours faithfully, 


HALSEY, BUTTON & PERRY, 


Johannesburg. Chartered Accountants. 


Time for Action 


Sir, — I read your leading article “Time for Action’ (June 17th 
issue) and agree that there is a serious problem in this country, 
but which, I consider, will rot be solved by financial sacrifices 
by sections of the community, or productivity, as you suggest. 
In my opinion, the only industry which should be permitted 
to expand is farming as its product is an absolute necessity for 
life. In order to put farminz on a sound economic basis food 


prices must increase sharply, which to my mind is justified 
according to the law of supply and demand. At present we 
are living on capital, this being the goodness in the soil produced 
by good farming in the past. In other industries the dissipation 
of capital is not permitted. 

In my view, unless power is taken away at once from those 
who think that human problems are solved by money and 
economic theories without regard to people and. the quality 
of life, this country and the world are heading for a major 
disaster which is not far away. Unemployment,’ which will 
continue to rise I believe, is a sign of trouble ahead and will 
not be solved by expansion of the economy. Basically, the 
problem is expanding population, steps to solve which can 
and should be taken immediately. 


Yours faithfully, 


Folkestone. J. A. WHITTAKER, F.c.a. 


Results in Reverse 


Sir, — As the organization responsible for the design of the 
Robert Hudson annual accounts criticized by your columnist 
(June 17th), we would like to comment on the main point of 
his argument, namely, the ‘results in reverse’. 

Criticism of this kind so often stems from attitudes which are 
rooted in habit — but habit does not necessarily endow rightness. 

When presenting printed accounts there are commonly 
three columns of information — comparative figure, narrative, 
latest figure — reading from left to right (not normally as your ` 
columnist suggests — narrative, latest figure, comparative). 

In recent times, it is true that the two figure columns have 
sometimes tended to be put together but whether on the right 
or left of the narrative seems to have been a matter of whim 
rather than logic so long as one column ~ the latest — dominates, 
usually by putting the comparative figure in a colour which 
tends to make it visually less readable. 

Many printers, faced with the annual account, pass the type- 
script to their composing room with the instruction to ‘lay it 
out like that’. And, that’s what they do — one item to a page, 
regardless of size or importance, emulating the typewriter. 
The result is the narrative (on the left) separated by a great 
big white gap from the figures (on the right) — defying the eye 
to connect the two. 

Sometimes a line of dots, more decorative than helpful, 
attempts to keep the reader on track. The gap is caused by the 
narrative varying in detail from a whole long sentence down to a 
single word. 

In visual communication, the most vital part of any com- 
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position is the centre. Given a plain sheet of paper the child 
starts its drawing in the middle. A message is covered more 
readily when it comes from the centre. We all understand 
targets. 

It seems logical, therefore, to move the eye down a central 
narrow band of two major items — latest figure to the left of the 
narrative — so that both items can be comprehended as a whole. 
‘The words read in clusters without having to labour along the 
route with a finger to reach the right numbers. 

Our design was simply an attempt to look at the accounts in a 
neat and logical way — but it appears to have bruised one or two 
accounting traditions. 

However, your columnist certainly recognizes that Robert 
Hudson is a company which is attracting attention and — to 
judge by the rest of his remarks — making an excellent impression ! 


Yours faithfully, 
D. J. WOODROFF, 
Director, 


Newcastle upon Tyne. Ross WOODROFF & ASSOCIATES LTD. 


Common Market Entry 


SIR, — Your editorial of July rst states under ‘What Other 
Obstacles?’ (paragraph 3) that ‘... In fact, the inflation is a 
world-wide phenomenon which has led to rising import costs. 
Before long, the internal price level at home will not be much 
out of line with prices in the Community member countries’. 

If the inflation is world wide, how does it cause our internal 
price level at home to rise at a rate which is so much faster than 
that appertaining to the Community member countries that 
‘before long’ we will catch them up? 

All the benefits you mention can be obtained without entry 
and, in fact, must be obtained without entry; so please do not 
use such spurious arguments in favour of something which is 
against the long-term interests as well as the short-term in- 
terests of so many of your compatriots, particularly in a magazine 
which is so highly esteemed in a professional sphere. 


Yours faithfully, 


Sheffield. D ELLIS, F.c.a. 


Capital Allowances 


SIR, — In your issue of June 3rd you were kind enough to include 
a review on page 735 of my book The Essentials of Corporation 
Tax. 

Whilst being exceedingly grateful for the generally good 
review which the book had, I should like to take the reviewer 
to task on one small criticism he made. - 

The third paragraph of his review says it is misleading to 
state that a company can elect to claim capital allowances in part. 
What I had in mind in making this statement in the book was 
that capital allowances are claimed on each item of plant and 
machinery individually. Therefore it is open to a company in 
any particular year to claim actual allowances on some machines 
and not on others. If allowances are not claimed there would, 
of course, be a calculation of a notional allowance to calculate 
the written-down value carried forward. I have known in 
practice that many companies use this method to trim the 
capital allowances required in any particular year to their 
requirements. They do not in the long run, of course, lose by 
this as the loss is recouped on the balancing adjustment on sale. 


Yours faithfully, 


Preston. W. E. PRITCHARD. 


ACCOUNTANT 


Graduates in Accountancy 


SIR, — I was pleased to see comment on our annual report in 
The Accountant of June 10th. However, your statement about 
Oxford graduates in accountancy is not quite correct. 

(a) The figures you quote refer to graduates taking their 
degree in the year 1970 who were known at the time to have 
gone into chartered accountancy articles and this does not 
necessarily correspond with the numbers seeking articles 
although I suspect that the two are very near. 

(b) In chartered accountancy alone there were many more 
Oxford graduates who went into articles having gone down 
in previous years or who at the time the statistics were compiled 
did not volunteer the information that they had entered articles. 
The Institute of Chartered Accountants from their register 
show the total Oxford graduates entering articles during the 
year to be ot (you quote “65 seeking articles’). 

(c) There were additionally a number of graduates taking 
finance traineeships in industry and also with Municipal 
‘Treasurers. 

The total number of Oxford graduates into accountancy 1s, 
therefore, much larger than your comment suggests and I am 
pleased to say that there appears to be a continued growing 
interest in a professional qualification, such as accountancy, 
to follow a first degree. 

Yours faithfully, 


G. C. FRANCIS, 
Assistant Secretary, 


OXFORD UNIVERSITY APPOINTMENTS 


Oxford. COMMITTEE. 


[We agree that the figures quoted relate only to those taking 
a first degree in 1970; for the same reason the 1969 figure of 627 
from all UK universities should read 814, if graduates from 
previous years are included. We are glad to note the increasing 





interest shown by Oxford graduates — as indeed by others — 


in all branches of the profession. 

The Appointments Committee report refers to ‘accountancy 
articles’ which we paraphrased as ‘seeking articles with firms of 
accountants’. Whilst this would be taken in the majority of cases 
to refer to chartered firms, it is also available as an optional 
avenue of entry to other bodies. — Editor. ] 


Northern Ireland Development Review 


Sir, — You announce in your issue of July rst the appointment ` D 
of Mr Darwin H. Templeton, F.c.a., to membership of the 


Cairncross Committee. I have observed that the official an- 


nouncement (Hansard, June 24th, written answers, column 350) 


refers only to Mr Templeton as ‘a Northern Ireland accountant’. 
Such a reference to a Past President whose practice is as- 
sociated with one of the largest firms of chartered accountants 


in the world, and who is also a director of several companies, 
is off-hand — not to say ungenerous. I am sure that whoever ` — 
advised the Prime Minister on this appointment intended no 


discourtesy either to Mr Templeton or to his Institute; but this 
episode must be indicative of the extremely limited concept of 


the proper status and functions of an accountant which has for 


too long prevailed in government circles. 


Yours faithfully, 
WILFRED. 





[We should be obliged if the correspondent who wrote recently 
on the subject of reciprocal recognition would favour us with 
his full name and postal address, so that we may consider his 
letter further. — Editor.] 
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Challenge to Accounting 


Association’s Week-end School at Cambridge 


APPILY, the successful history of 

week-end schools at Cambridge for 
members of The Association of Certified 
Accountants has a habit of repeating 
itself. ‘This year’s course, held from 
Friday to Sunday of last week, was no 
exception and despite the fact that it was 
the thirteenth in the series we presume 
that few were deterred from attending 
for this reason, although numbers were 
lower than last year. Apart from the 
excellence of the programme, goodwill 
and good fellowship were essential 
ingredients, together with the ideal 
atmosphere of St John’s College and 
its surroundings. 

Attended by some 80 members, many 
accompanied by their wives, the course 
opened on an informal note after dinner 
on Friday evening when Miss Maeve 
Binchy, Woman Editor of The Irish 
Times, poked gentle fun at the profession. 
‘Now I have you all together’, she said, 
‘I can tell you what a dreary bunch 
accountants are. Far too conventional, 
you are short-back-and-sides men who 
would do anything rather than risk your 
reputation’. The Hall continued to echo 
with laughter when she relentlessly 
pursued her theme into theatreland: 
“The stage villain will be an accountant 
and the arch bore will be an accountant’, 
she declared. 


Thought-provoking views 


The school followed its usual pattern 
of discussing papers which had been 
circulated beforehand and the first 
business session on Saturday morning 
was occupied discussing a paper entitled 
‘The challenge to accounting’. Its author, 
23 years old Mr N. J. Furlong, B.COM., 
won first place in section V of the 
Association’s December examinations. 
Quite apart from the paper’s title, the 
questions submitted to Mr Furlong by 
group leaders were equally challenging 
and he acquitted himself well. The 
session was ably chaired by Mr E. R. 
Gibbs, F.c.c.A., assisted by Mr A. A. 
Pakenham-Walsh, M.A., F.c.c.A., both 
members of the Association’s Council. 
In some detail, Mr Furlong’s paper set 
some thought-provoking views on the 
role of the accountant within industry. 
He stressed that the stimulus within 


industry is towards change and he made 
the somewhat startling observation that 
failure by the profession to respond 
to change might well lead to growing 
obsolescence and the gradual extinction 
of the accountant. 

Continued recognition of the pro- 
fession, argued Mr Furlong, depended 
upon the maintenance of proper stan- 
dards of management. His paper sounded 
the warning, which has already been made 
from other quarters, that industry had 
an alternative source in its recruitment 
through the business schools. 


Need for consistent procedures 


On revaluation accounting or the use 
of price indices, he took the view that the 
accountancy bodies could make more 
effort to adopt a standard form of ac- 
counting. Much of the misunderstanding 
both within and outside the profession 
could be dispelled, he stated, through 
the establishment of consistent pro- 
cedures. The still-to-be-settled controv- 
ersy of auditors’ liability on stock 
verification highlighted the problem. 

Mr Furlong’s observations on edu- 
cation and training for the profession 
revealed his concern that the business 





Mr R. P. Crout, F.C.C.A., EC 








S., President of the 
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school graduate was a challenge to the 
profession’s training programme. Such a 
graduate had a distinct advantage in that 
although he would require some form of 
accountancy training, his broader skills in 
financial management quickly offset his 
lack of experience. 

Answering the numerous questions 
on his paper, many of which clearly 
indicated members’ concern on the 
future training of accountants, Mr 
Furlong said that he was in favour of 
complete graduate entry. He thought 
this to be inevitable with the likelihood 
of the emergence of a pure accounting 
degree. He cited, as an example, the 
Scottish Institute’s method of graduate 
recruitment. ‘Both we and the other 
accountancy bodies have much to learn 
from their methods’. 


In his view, the main advantage of 
training for the profession through 
university was that a graduate accountant 
could fulfill much more actively his 
function within a business, contributing 
knowledge over and above pure account- 
ing. 

In dealing with the growth in manage- 
ment information aids, it was pointed 
out from the platform that there was also 
a growth in the number of accountants. 
No accountant had lost his job through 
the sophistication of data processing 
techniques, and it was regarded as a 
complete fallacy to believe that the 
accountant would be overrun by the 
computer. 

The second paper under discussion in 
the afternoon was entitled ‘A proposal for 
reform: the integrated system of funds’. 
Its author, Mr R. A. Rayman, B.COM., 
A.C.A., of the Management Centre of the 
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Association, right, and Mrs Crout, with Mr 


Frank Osbourn, M.B.E., B.A., LL.B., Secretary of the Association, /eft, and Mr N. J. Furlong, 


B.Com., author of one of the papers. 
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Mr A. A. Pakenham-Walsh, M.A.(Dublin), 
M.A.(Oxon), F.C.C.A., and Miss M. Binchy, 
Woman Editor, The Irish Times. 


University of Bradford, stated that the 
fault of the conventional system of 
accounting lay in its failure to differentiate 
between records of fact and estimates of 
value. The most lively discussion on the 
paper evidenced the interest in the 
subject. 

Accounting reports, said Mr Rayman, 
were highly sensitive to the values placed 
on the various assets in progress. Un- 
fortunately for the accountant, asset 
valuation was a matter not of fact but of 
opinion; and opinion was not objective. 
Consequently, there were so many 
alternative views which could justi- 
fiably be regarded as ‘true and fair’ that 
the words had almost lost their meaning. 
The reaction of the general public was to 
criticize accountants for certifying certain 
accounts. This was hardly fair to pro- 
fessional accountants, whose personal 
integrity was not in question, but who 
found themselves in the intolerable 
situation of having to certify asset 
valuations which they were not qualified 
to assess. 


No escape from the dilemma 


The response of the accountancy 
profession, said Mr Rayman, had been to 
move in the direction of greater ob- 
jectivity by circumscribing the scope for 
discretion even more narrowly. This 
approach provided no escape from the 
essential dilemma: an asset derived its 
present value not from its past cost which 
could be measured objectively, but from 
its expected future returns which could 
not — and, where economic circumstances 
were subject to change, there was no 
necessary connection between the two. 
The objectivity of historic cost was 
undeniable, stated Mr Rayman: it was 
its relevance as a measure of value which 
was in doubt. 

It was no surprise, therefore, that The 
Institute of Chartered Accountants in 
England and Wales had been forced to 
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Mr G. E. Smalley, B.E.M., F.C.C.A., secretary 
and chief accountant, Ruston-Bucyrus, /eft, 
talking to Mr A. C. Bird, A.C.C.A., systems 
analyst, Standard Telephones & Cables. 


admit that ‘the results shown by ac- 
counts prepared on the basis of historical 
cost are not a measure of increase or 
decrease in wealth in terms of purchasing 
power; nor do the results necessarily 
represent the amount which can pru- 
dently be regarded as available for distri- 
bution, having regard to the financial 
requirements of the business. Similarly, 
the results shown by such accounts are 
not necessarily suitable for purposes 
such as price fixing, wage negotiations 
and taxation ...’ Moreover, in attempt- 
ing to avoid the issue by asserting that ‘a 
balance sheet is ... mainly an historical 
document which does not purport to 
show the realizable value of assets 

[and] is not a statement of the net worth 
of the undertaking . . .’, the Institute had 
placed its members in the impossible 
position of having to answer criticism 
with the defence that the accounts, 
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which they took so much trouble to 
certify, were not misleading, but merely 
meaningless. ‘The defence, said Mr 
Rayman, was almost as incriminating as 
the charge. What use is a balance sheet 
which is merely a list of unexpired costs? 
he asked. If the reason for producing 
such a document could not be supplied 
by the accountancy profession, it was 
unlikely to be supplied by anyone else. 

Mr Rayman went on to say that the 
fault of the conventional system of 
accounting lay in the failure to different- 
iate between records of fact and estimates 
of value. Valuation adjustments, like 
depreciation provisions, cost allocation, 
and stock valuation, were included in the 
same accounts as the records of external 
transactions. Consequently, it was im- 
possible to distinguish between the 
results of actual events and the effects of 
accounting procedures. It was dissatis- 
faction with this aspect of the traditional 
accounting reports which probably ac- 
counted for the growing importance of 
the funds statement. He believed that 
the funds analysis had been developed 
less for its own sake than as a means of 
escape from the arbitrariness of the 
conventional methods of asset valuation. 
Its success, however, appeared to be 
limited. 

The fact that funds analysis had not 
made more headway could be attributable 
to the absence of a definition of funds 
which was generally accepted. There 
was, in fact, a variety of definitions 
ranging over the whole spectrum of 
liquidity, from cash at one extreme to 
total resources at the other. 

Mr Rayman emphasized that if ac- 
counting was to be liberated from the 


Delegation from the Ford Motor Co. Left to right: Mr W. G. Brooks, chief accountant; Mr G. C. 
Russell, F.C.C.A., manager, central accounting; Mr R. J. Shillitoe, A.C.C.A., controller, 
Dagenham Operations; Mr J. Ryan, assistant controller; Mr B. A. Walsh, A.C.W.A., supervisor, 
material cost analysis; Mr D. Munro, F.C.C.A., assistant controller, Ford of Europe; and 
Mr D. P. Carroll, A.C.C.A. manager-finance, Ford Personal Import Export Ltd. 
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arbitrary effects of asset valuation, a 
system of accounting must be developed 
in which objective records and subjective 
valuations were kept rigidly apart. Above 
all the system must be practicable. It 
should fit easily within the framework of 
existing accounting procedures, and 
should make use of data which is already 
available. 


Management and the auditor 


The segregation of funds and value 
followed the division of responsibility 
between the auditor and management. 
The investor, who entrusted control over 
resources to management, was entitled to 
a statement of intention from management 
on how that control was to be exercised 
and to an independent report from the 
auditor on how far those intentions had 
been carried out. Management, said Mr 
Rayman, was therefore responsible for 
the value reports which were based on 
estimates of the future and the auditor 
was responsible for the funds reports 
based on records of the past. If the 
estimates were not confirmed by the 
audited reports, management could be 
called to account. 

He explained that the auditor was 
relieved of the burden of having to 
certify accounts incorporating asset valua- 
tions which depended on the outcome of 
future transactions. His responsibility 
was limited to the verification of claims 
which had arisen as a result of trans- 
actions which had actually taken place. 
The removal of asset valuations from the 
area of the auditor’s responsibility means 
that last year’s results no longer de- 
pended on next year’s prospects and 
could not be challenged by subsequent 
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events. The auditor could not then be 
made a scapegoat for mistakes made by 
management. 

Management, on the other hand, was 
subjected to an unprecedented degree of 
public accountability for the use of the 
resources under its control. This was 
true, especially if publication of the 
investment rate was accompanied by a 
projection for at least the year ahead of 
the estimated fund flows on which the 
rate was based. 

Mr Rayman emphasized that in a 
society where powerful companies were 
in danger of losing their character as 
business enterprises and of becoming 
bureaucracies, the accountant occupied 
a unique position. Accounting was a 
major source of economic information 
for individuals, business organizations, 
and governments. Failure to take effective 
action to remedy its defects was more than 
a matter of academic regret: it was an 
abdication of social responsibility. 


Contribution accounting 


At the third and final session on 
Sunday morning, considerable interest 
was shown in the paper on ‘Contribution 
accounting as applied to railway opera- 
tions’, by Mr Geoffrey Wilson, B.sc., 
F.I.M.T.A., chief executive (Railways) 
British Railway Board. Mr Wilson said 
that as a result of the financial objectives 
imposed by the 1968 Transport Act, 
particularly the removal of deficit financ- 
ing, the Board reviewed the organization 
of its affairs and decided to make major 
changes in its approach to management, 
so that within the statutory framework 
sound commercial principles could be 
applied. 





Left to gier Mr H Groves, A.C.C.A., administrative manager, Research Laboratory, Unilever 
and Mrs Groves; Mr P. Beck, lecturer at the Polytechnic of the South Bank, and Mrs Margaret 


Taylor, a member of the Association’s secretariat. 
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With the help of management con- 
sultants and after discussion with the 
trade unions the Board prepared a report 
on organization in 1969 and its recom- 
mendations fell into four main parts: 


(1) The assumption by the Board of a 
mainly non-executive role in order 
to give greater emphasis to overall 
corporate planning, policy-making 
and the longer-term direction of 
British Rail and each of the Board’s 
other activities, while ensuring 
that each was effectively managed. 


(2) The delegation of responsibility for 
the management of British Rail 
and each of the Board’s other 
activities to a chief executive for 
each activity. 

(3) The restructuring of the organiza- 
tion for British Rail, so that railway 
operations could be more effectively 
managed to achieve the objectives 
agreed between the Board and the 
chief executive (railways). 

(4) Installation of revised planning 
and control processes. 


The essential ingredient in the scheme, 
said Mr Wilson, was that there should 
be a clearly defined management or- 
ganization structure, in which there was 
no ambiguity about the allocation of 
responsibilities and reporting relation- 
ships between individual managers. Every 
manager was held fully accountable for 
the results he achieved, and at board 
level, and within each activity this 
required a clear separation between 
responsibility for deciding on policy and 
responsibility for putting it into effect. 
The Board was responsible for providing 
long-term direction for each activity by 
developing appropriate goals, strategies 
and policies and ensuring that the Board’s 
overall financial obligations under the 
Transport Act 1968 were met. 

Mr Wilson said that this concept of 
‘management by plan’ was fundamental 
to the whole scheme. It required system- 
atic planning and control processes: 
annual plans for each activity forming 
part of a constantly evolving five-year 
corporate plan, and each, when prepared 
and approved, being implemented with 
strict monitoring of the results. 


Guest Night Dinner 


Mr R. P. Crout, F.c.c.A., F.C.1.S., President 
of the Association, presided at Guest 
Night dinner in Hall at St John’s 
Saturday evening when Mr D. W. S. 
Lane, Conservative M.P. for Cambridge, 
gave a light-hearted commentary about 
his capacity for figures, and in more 
serious vein referred to the Common 
Market and its effect upon the pro- 
fession. 
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UK —- AMERICAN EXCHANGE 
VISIT 


THE proposed exchange arrangements 
between members of the London CASS 
and the University of Hartford, Con- 
necticut (previously announced under 
‘Roundabout’) are now firmly established, 
following the recent visit here of Pro- 
fessor Bernard Goodman, M.B.A., C.P.A., 
Chairman of Accounting at Hartford, 
and the visit to the United States at 
the end of last month of Stephen Parry, 
M.A., A.C.A., Chairman, London CASS. 
Two members from London travel to 
Hartford for a two-week visit from 
October 18th to 29th and this is to be 
reciprocated by American students in 
the spring. 

The purpose of the exchange is to 
give students from both countries an 
opportunity of comparing their respective 
methods of education and future oppor- 
tunities, and to discuss problems and 
progress. The method of selection of 
London’s exchange students is yet to 
be decided by the committee, but we 
understand it is likely that the choice 
will fall on two students who have been 
active in promoting the objectives of the 
Society in ensuring that members as a 
whole receive a knowledge of the theory 
and practice of accountancy. Members 
of the Society who would like to be 
considered for the exchange are re- 
quested to inform the secretary of the 
Society at 43 London Wall, London EC2. 

The Hartford exchange students will 
be selected from the university’s senior 
class and will be active members of the 
university's Society of Accounting 
Students. Since the selection will be 
from a group of 35 students, the problem 
is nowhere near as difficult as London’s 
where the membership is of the order of 
12,000. 


GO KART RACING FOR 
BIRMINGHAM NOVICES 


For members of Birmingham CASS who 
fancy themselves as Stirling Mosses or 
want to have a go at real competitive 
racing, then their chance has arrived, 
for the Society has arranged a ‘Go Kart 
Racing Evening’ to be held at the track 


of the Chasewater Kart Racing Club, 
Chasewater, Brownhills, on Wednesday, 
July 14th, at 7 p.m. 

For an inclusive charge of (iso the 
Club will provide four karts (governed 
to a reasonably safe speed), free cheese 
and pickle buffet, and not before racing, 
‘a reasonable supply of beer’. It is hope- 
fully anticipated that the participants 
after getting used to the karts, will be 
able to indulge themselves in some 
competitive racing. 

Members who would care to try their 
skills should apply immediately either in 
writing to the Society at the Library, 
Fountain Court, Steelhouse Lane, Bir- 
mingham B4 6EA, or by telephoning 
the Library — 236 5832. 


LEICESTER AND NORTHANTS 
ANNUAL REPORT 


No punches are pulled by Mr J. A. 
Davison, F.c.A.. President of the Leices- 
tershire and Northamptonshire CASS, in 
declaring in the Society’s annual report 
that students, having fulfilled their 
conditions of articles by joining a student 
society, regard that as being the end of the 
matter. It defeats, he states, the whole 
purpose of such a clause since it is the 
intention that students should also par- 
ticipate in a Society’s aifairs. 

When members of the committee 
devote much of their free time in ar- 
ranging a programme to cater for 
members’ needs such as the improvement 
of education facilities, it is only fair, says 
Mr Davison, that members should show 
their appreciation by participating fully 
in the activities of the Society. 

Ashwin Patel, the Society’s secretary, 
sounds some notes of optimism for the 
coming yeat when the activities of the 
Society ‘will be supported with greater 
enthusiasm’ due to the inauguration this 
year of the firms’ representative scheme. 
Communication between the committee 
and members has improved, but despite 
this the lecture programme had its usual 
small attendance. Although a lecture pro- 
gramme will be drawn up for the winter, 
it is stated that the Society hopes to hold 
regular two-day courses, together with 
business and audit games. 
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In contrast, attendances at lecture 
meetings of the Northampton Branch 
were good, thus providing a potential, 
states the Branch’s report, to turn a 
backwater of Leicester into a successful 
branch in its own right! The Kettering 
report records that after a rather dismal 
beginning to its year, there was, in the 
event, considerable support at its lecture 
meetings with students attending from 
offices at Wellingborough, Northampton 
and Corby. 

On the Society’s finances, the treasurer 
states that although the Society has been 
self-supporting, expenditure increased 
by £176 to £728 for the year. Despite 
this, there was a satisfactory state of 
finance resulting in the transfer of £300 
to the Trustee Savings Bank — without 
doubt a figure to be envied by many 
other society treasurers. 


AFTERNOON MEETING IN 
EXETER 


Tue district valuer of Exeter District 
will be shedding some light on his work 
for the benefit of members of the Exeter 
CASS at a meeting on July 15th, at the 
Imperial Hotel, Exeter. Members are 
requested to note that the meeting com- 
mences at 2.45 p.m. and the committee 
hopes that principals will give every 
encouragement for their articled clerks 
to attend. 

The success of the Society’s activities 
depends not only on its support from 
members but from their principals as well. 


LETTER TO ROUNDABOUT 


Education of Articled Clerks 
Sir, — Your correspondent, Mr K. A. 
Sherwood, in his interesting contribution 
to ‘Roundabout’ last week, overlooks the 
most vital point and this is epitomized 
when he states: ‘The principal who merely 
introduces his student to a correspond- 
ence course and receives reports on the 
student’s progress ...’. 

In our experience all too frequently 
the principal does not even take the 
trouble to ask for progress reports, 
ready as we are to give them. Yet if he did 
take this trouble he could greatly stimu- 
late his student’s interest in studies and 
in consequent success. 

Excellent study courses are already 
available and, even if a more excellent 
course is produced, it is useless to the 
student unless he takes the trouble to 
study it. His principal’s interest could be 
a great encouragement for him. 

Yours faithfully, 
D. M. YOUNG, F.Cc.1.S., M.B.I.M., 
Deputy Principal, 
THE Rapip RESULTS COLLEGE, 
London SW1o. 
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PROFESSIONAL NOTICES 


W. A. Browne & Co, Chartered Ac- 
countants, of Bucklersbury House, Buck- 
lersbury, London EC4P 4BN, announce 
the retirement of Mr J. V. F. CROWTHER, 
F.C.A., from the partnership on June 


30th, 1971. 


J. CHATER & Sons, Accountants, of 
24 Bateman Street, Cambridge, and 18 
Church Street, Saffron Walden, an- 
nounce that as from July ist, 1971, Mr 
W. E. Root, A.c.c.a., has been ad- 
mitted to the partnership. 


DICKINSON, KEIGHLEY & Co, Char- 
tered Accountants, of Bradford, and H. N. 
Bostock & Co, Chartered Accountants, 
of Huddersfield, announce that with effect 
from July 1st, 1971, they have become 
associated. Mr A. J. HIRD, F.C.A., and Mr 
M. G. RAIsTRICK, F.C.A., of DICKINSON, 
KEIGHLEY & Co will join the practice of 
H. N. Bostock & Co, and Mr G. 
WATERHOUSE, F.C.A.. and Mr E. M. 
RANDAL, A.c.A., of H. N. Bostock & Co, 
will join the practice of DICKINSON, 
KEIGHLEY & Co. Mr E. Barker, the 
former senior partner of H. N. Bostock 
& Co, has retired to take up a position in 
commerce. In addition DICKINSON, 
KEIGHLEY & Co will also practise from 
18 St George’s Square, Huddersfield. 
The partners in this firm will be the 
present partners of DICKINSON, KEIGHLEY 
& Co and the present partners of H. N. 
Bostock & Co. 


GALE & PARTNERS (incorporating R. G. 
KIRKPATRICK & Co and SURMAN, SCHIFF 
& Co) announce that on June 30th, 1971, 
Mr N. V. S. NIELSEN, F.c.a., and Mr 
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D. ‘THOMPSON, F.C.A., ceased to be 
partners. As from July 1st, Mr NIELSEN 
and Mr ‘THompPsoN will practise under 
the style of NIELSEN, THOMPSON & 


DENYER, from 58 West Street, Brighton, 
and 19 Berkeley Street, London WS 6BX. 


Mr H. HEBBLETHWAITE, F.C.A., A.C.LS., 
of Huttons Buildings, 146 West Street, 
Shefheld, announces that, as from July 
Ist, 1971, he has taken into partnership 
Mr NEIL HEBBLETHWAITE and Mr 
KEITH GOSLING, who have both been 
with him for many years. The practice 
will carry on under the title of H. 
HEBBLETHWAITE & Co from the above 
address, 


Howarp, Howes & Co, Chartered 
Accountants, announce that their London 
address is now Commonwealth House, 
1 New Oxford Street, London WCr1A 
IPF, telephone o1-242 0676. 


Mr Davin E M. Mon, A.C.A., an- 
nounces that he has commenced in 
practice from Rutland House, 18 Hilton 
Street, Manchester M1 1FT, in the name 
of Monn & Co. 


NasMiItH Coutts & Co, Chartered 
Accountants, of 81 Fountain Street, 
Manchester 2, announce that Mr L. K. 
TAYLOR, F.C.A., retired as a partner with 
effect from June 30th, 1971, and Mr 
ROBERT GEOFFREY PRESTWICH, A.C.A., Who 
has been a senior member of the staff 
for some years, has been assumed as a 
partner of the firm, with effect from July 
Ist, 1971. 

Oppy & Fox and Moss, SWALLOW A 
IsLEs announce that on July 5th, 1971, 
their practices were amalgamated. The 
new firm will be known as Moss, Fox & 
Is_es, Chartered Accountants, and will 
practise from 35/37 Manor Row, Brad- 
ford BDı 4QB. 


PANNELL FITZPATRICK & Co, Chartered 
Accountants, announce that Mr JONN 
EDWARD BENTLEY and Mr Howarp 
RHIDIAN GRIFFITHS, Chartered Account- 
ants, have been admitted to partnership 
in their firm at Farara’s Building, High 
Street, P.O. Box 159, St John’s, Antigua, 
and also in St Kitts and Montserrat. 


F. E. Sipaway, Son & Co, Chartered 
Accountants, of Rowley Regis, Warley, 
Worcestershire, announce that Mr 
ANTHONY ILIFF, F.C.A., has been admitted 
to the partnership. 


July 8th, 1971 


ALEXANDER SLOAN & Co, Chartered 
Accountants, of 142 St Vincent Street, 
Glasgow C2, announce that Mr 
THOMAS S. CHURCHILL, C.A., was admit- 
ted to partnership on July rst, 1971. 


THORNTON Baker & Co, Chartered 
Accountants, announce the following 
partnership changes: On June 3 oth, 
1971, the following partners retired or 
resigned: Messrs J. R. ANTOINE, F.C.A. 
(High Wycombe); L. BOOTH, F.c.a. 
(Witney); J. E. Brown, F.c.a. (Ayles- 
bury); J. B. Hunt, F.c.a. (Reading); 
F. R. Flowers, F.c.a. (Leicester); G. 
MAITLAND SMITH, F.C.A. (London); B. 
THoMas, F.C.A. (Sheffield); H. TONGE, 
B.A., F.C.A. (Oxford). On July rst, 1971, 
the following members of staff became 


partners: Messrs A. B. GrisEwoop, 
A.C.A.. and W. G. RAYMOND, A.C.A. 
(Bristol); B. Hopkinson, A.C.A., and 


P. S. FLESHER, A.C.A. (Bradford); M. F. 
HAWKINS, A.C.A. (Northampton); M. W. 
ROXBURGH, A.C.A. (Oxford). 


THORNTON BAKER & Co and AULT & 
Co announce the merger of their prac- 
tices in Birmingham on July "st, 1971, 
Messrs W. E. QUANCE, Sea, W. H. 
ROLLASON, F.C.A., R. E. ADKINS, A.C.A., 
D. W. ARKLEY, ECAS and W. J. L: 
TINK, A.C.A, becoming partners in 
THORNTON BAKER & Co. For the present 
the combined practices will continue to 
operate from Windsor House, 3 Temple 
Row, Birmingham 2, and York House, 38 
Great Charles Street, Birmingham 3. 


THORNTON BAKER & Co and MARTIN 
CURRIE & Scott announce the merger 
of their practices on July "et, 1971. 
The combined practice is being carried 
on at 64 Queen Street, Edinburgh EH2 
4ND. The resident partners are Messrs 
CHARLES TURCAN, C.A., ANDREW J. 
DOBBIE, C.A., CHARLES F. SLEIGH, T.D., 
C.A., ROBERT D. DARLING, C.A., JOHN S. 
WHITLEY, B.A., C.A., and JOHN P. Percy, 
C.A. Mr R. ARTHUR MORRISON, C.A., is 
acting as consultant to the firm and 
continues to take an active part in the 
practice. 


APPOINTMENTS 


Mr D. A. Boothman, F.c.A., who 
joined the board of Bernard Wardle & 
Co last November, has become chairman 
of the company. 





JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01-834 2002 (4 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Mr George Dight, A.c.c.a., has been 
appointed financial division manager of 
Tunnel Refineries. 





Mr. A. W. B. Stanbu 


Mr. G. Dight. 


Mr A. W. B. Stanbury, F.c.a., has been 
appointed chief accountant of the South 


Western Gas Board. 


Mr Neil D Stein, F.c.A., AE, 
A.M.B.I.M., has been appointed Assistant 
Director of Studies of the London 
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DOUBLE TAXATION 
Trinidad and Tobago 


Discussions have taken place in London 
about the modification of the double 
taxation agreement between Trinidad 
and Tobago and the United Kingdom. 
Agreement was reached at the official 
level and the text of a supplementary 
protocol will be submitted to Govern- 
ments for approval. 


British Virgin Islands 


The Government of the United Kingdom 
has given notice of termination of the 
United Kingdom/British Virgin Islands 
Double Taxation Agreement, which will 
therefore cease to have effect as regards 
United Kingdom income tax for the 
year 1972~73 and subsequent years, as 
regards surtax for 1971-72 and subse- 
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North Africa and Italy before being 
articled in 1946 to Mr E. Oswald Toft, 
F.C.A., senior partner of his present 
firm. He qualified as a member of the 


Institute in 1952, and was admitted to 


partnership a year later. 
Other officers elected for 

are: 

Vice-President: Mr R. D. Little, F.C.A. 


Secretary: Mr N. E. Dunning, F.c.A., Churchill 
House (ist floor), Regent Road, Stoke-on- 
Trent ST: 3RG. 


Treasurer: Mr J. Rutter, F.c.A. 


1971-72 


RETIREMENT OF JAGUAR’S 
FINANCIAL DIRECTOR 


Mr A. W. Thurstans, F.c.w.A., retired 
on July rst as financial director of Jaguar 
Cars Ltd. He is succeeded by Mr D. L. 


uen regards corporation e 
School of Accountancy as from July siti i years RE rega ides d Jenkins, —A.C.W.A., 
th ‘al ‘bility f > tax from January Ist, 1972; and as previously executive 
Ist, with special responsibility for resi ae Sie 
regards British Virgin Islands tax for director (account- 
dential courses in Bournemouth. Mr Dën 
. any year of assessment beginning on or ing). 
Stein has for a number of years run f 
after January 1st, 1972. Mr Thurstans 


revision courses for the chartered ex- 
aminations at West London College. 


Mr Mark Gordon, F.C.A., has resigned as 
financial director of the House of Sears 
(Holdings) as from July ist, owing to 
pressure of other commitments. 


PRICE WATERHOUSE 
ASSOCIATES 


Price Waterhouse Co, the management 
consultancy arm of Price Waterhouse & 
Co, Chartered Accountants, is to change 
its name to Price Waterhouse Associates 
with effect from July rst. 

This change of name is in line with the 
policy that all Price Waterhouse manage- 
ment consultancy groups throughout the 
world should, wherever practicable, oper- 
ate under a common name, thus reflecting 
the very close collaboration that exists 
between these groups and the inter- 
national nature of their work. 

The management consultancy side of 
Price Waterhouse employs approximately 
1,000 professionally qualified staff in over 
100 offices spread throughout the world; 
in the United Kingdom there are just 
under 100 professionally qualified staff 
at offices in London, Birmingham, Leeds, 
Manchester, Newcastle, and Nottingham. 


Both governments have expressed 
their willingness to continue the negotia- 
tions which have already taken place for 
a new agreement. 


COMPANY INVESTIGATION 


Mr B. E. Basden, M.A., F.C.A., senior 
partner in Mellors, Basden & Co, 
Chartered Accountants, of London, and 
Mr D. A. L. Smout, M.A., LL.B., were 
appointed on June 25th by the Secretary 
of State for Trade and Industry to act as 
Inspectors to investigate the affairs of 
Blanes Ltd. The investigation is being 
made in pursuance of the powers con- 
ferred upon the Secretary of State by 
section 165 (b) of the Companies Act 
1948, as amended. 


NORTH STAFFORDSHIRE 
SOCIETY’S NEW PRESIDENT 


Mr G. B. Bennett, F.c.a., partner in 
Donald H. Bates & Co, of Stoke-on- 
Trent, has been elected President of the 
North Staffordshire Society of Chartered 
Accountants for 1971-72. 

Born in 1922 and educated at the 
High School, Newcastle under Lyme, 
Mr Bennett served with HM Forces in 





joined Jaguar in 1942 
as chief accountant 
and was appointed 
to the main board 
of Jaguar Cars in 
1962 as financial di- 
rector. He played a major role in the 
financial negotiations which preceded 
the acquisition of the Daimler Co, Guy 
Motors and Henry Meadows, as well as 
the merger with Coventry Climax Engines 
— all of which formed the Jaguar Group. 
More recently, he was closely concerned 
with the merger with BMC which resulted 
in the formation of British Motor Hold- 
ings in 1966. 


IN PARLIAMENT 


Professions: Sex Discrimination 


Mr Bisuop asked the Secretary of State 
for Trade and Industry on what date he 
carried out his declared intention of 
October 28th last to write to the pro- 
fessional organizations inviting them to 
examine their restrictive practices, which 
included sexual discrimination; what 
replies he has received; and if he will 
make a statement. 

Mr Ripley: Letters were sent to the 
professional organizations on November 
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16th, 1970. Most have now replied, in- 
cluding those representing the London 
Stock Exchange and midwifery — the only 
professions in which the Monopolies 
Commission found that restrictions ex- 
isted as to the sex of the practitioner. 
It is likely to be some time before I 
reach a conclusion on any further action 
that may be needed. 

Hansard, June 25th, 1971. Written 
answers, col. 370. 


Liquidators and Official 
Receivers: Training 


Mr Bisnop asked the Secretary of State 
for Education and Science what official 
facilities are available for the training of 
liquidators and official receivers; and if 
she will make plans to extend the oppor- 
tunities for training. 

Mr vAN STRAUBENZEE: Courses in 
accountancy are readily available and 
these include a study of the law relating 
to company liquidation. Official receivers 
are employed by the Department of 
Trade and Industry and their further 
training is a matter for my right hon. 
friend the Secretary of State for Trade 
and Industry. 

Hansard, June 28th, 1971. Written 
answers, col. 49. 


Tax Errors: Parliamentary 
Commissioner 


Mr Davipb STODDART asked the Chancellor 
of the Exchequer what action he now 


intends to take to implement the recom- 


mendations of the Select Committee on 
the Parliamentary Commissioner for 
Administration concerning financial 
remedy in cases of tax errors by the 
Inland Revenue Department. 

Mr Patrick JENKIN: It is hoped to 
publish a White Paper on the Select 
Committee’s recommendations within 
the next week or two, which will announce 
my right hon. friend’s conclusions on 
this matter. 

Hansard, June 29th, 1971. Written 
answers, col. 74. 


M.Sc. COURSE IN 
MANAGEMENT 


Unique in the field of business studies 
is a one-year course for an M.Sc. degree 
in Quantitative Aspects of Management. 
The course, which is open to men or 
women with a good honours degree or 
its equivalent, and preferably some 
experience in industry or commerce, will 
aim at teaching a combination of man- 
agerial and specialist skills. Autumn term 
will commence on October 4th. 

During a common term of three 
months, a grounding in each of the 
‘special’ subjects — operational research, 
finance and control, and computers and 


THE 
ACCOUNTANT 
information systems — will be given 


against a background of general manage- 
ment studies, such as economics or- 
ganization theory and business policy. 
Two terms, lasting for six months, will 
then be spent studying a selected com- 
bination of two of the special subjects, 
and the culmination of the course will 
be a supervised project, within the 
sponsoring organization where appro- 
priate, leading to the submission of a 
thesis. This will take a further three 
months. 

Further details, application forms, and 
information on grants available, may be 
obtained from the Registrar (Admis- 
sions), Cranfield Institute of ‘Tech- 
nology, Cranfield, Bedford. 
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ECONOMIC SURVEYS 


A further booklet in the series of annual 
economic surveys of developments and 
prospects in member-countries of the 
Organization for Economic Co-operation 
and Development has recently been issued 
covering the United States. Copies of 
the booklet are obtainable from HMSO, 
price 274p. 


PUBLISHERS’ CORRECTION 


Pitman Publishing ask us to point out 
that in their advertisement in last week’s 
issue the title of a book incorrectly given 
as Quality and Readability should be 
Quality and Reliability: An Integrated 
Approach by C. S. Smith (£ 1:40). 


MANAGEMENT AND 
DATA PROCESSING COURSE 


The residential course held at the Bull 
Hotel, Gerrards Cross, Bucks, from 
June 25th-27th was the last in the present 
series organized by the Management 
Information Services Committee of The 
Association of Certified Accountants. 

In his introductory remarks, Mr R. 
Mitchell, A.C.C.A., J.DIP.M.A., said that 
the course was specifically designed to 
improve communication between the 
accountant and the specialist. Account- 
ants, said Mr Mitchell, have often been 
criticized for not being progressive in 
the field of management information and 
this more often than not stemmed from 
a lack of knowledge. The course was not 
designed, he continued, to make the 
accountant a data-processing expert, 
but concentrated more on improving 
the effectiveness of his role in a structure 
that included computer specialists. 





Mr R. Mitchell, A.C.C.A., J.Dip.M.A., Chairman of the Sub-Committee on Courses, right, in 
conversation with some of the course members. 


On the first evening of the course, 
members were introduced to the subject 
with the assistance of a number of slides 
of computer hardware and supporting 
equipment presented by Mr D. E. 
Jones, F.C.C.A., A.I.M.T.A. The main 
speakers on the following day were Mr 
J. A. Healy, F.c.c.A., A.M.B.I.M., and Mr 
R. A. Grasmeder, F.c.c.A., who covered 
the field of systems analysis and design, 
programming, and management services 
and control. Members were asked to test 
the application of their knowledge on a 
case study that required a re-design of the 
data flows, management reporting and 
reorganization of a commercial or- 
ganization’s financial function. Study 


groups presented the case study on the 
final morning under the supervision of 
Mr Grasmeder and Mr Jones. 
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Dissatisfied Customer 


FER of our readers who recall the City Equitable and Royal Mail 
cases may well marvel at what has been achieved in standards of 
accounting practice and company reporting since that time — much of it by 
pressure generated within the profession itself, rather than by legislation. 
Others, however, whose professional careers lie still in the future, may be no 
less awed in contemplation of what remains to be done. They may also heed 
the words of Sir Ronald Leach, C.B.E., F.c.A., at Oxford earlier this month, 
that ‘the old methods could not have been tolerated indefinitely’. 

Interviewed recently by our contemporary, The Banker, Lord Kearton, 
O.B.E., F.R.S., suggested that the implementation of company law nowadays 
offers no prizes for honesty, and minimal deterrents for ‘obscurantism and 
presentation of accounts in a slightly misleading way’. He further alleged 
that ‘some companies’ accounts are full of doubtful areas’, and had a sharp 
word for the accountancy profession which we should perhaps do him the 
courtesy of quoting in full: 


‘As for accountancy practice, the accountancy profession, I would say, 
has taken far more on board than it can possibly cope with in a reasonable 
way and, therefore, the idea that you can hope to get any reform by 
giving accountants a bigger and bigger role, rather flies in the face of 
what the present accountancy profession, as it is manned and staffed, 
could hope to deal with. I have, therefore, come to the rather melancholy 
conclusion that there is nothing very much helpful in the short term. 
The most you might achieve is to have the problems more clearly 
recognized and over a period try to make improvements.’ 


Though Lord Kearton is in this respect, by his own confession, a pessi- 
mist, such criticism can hardly be shrugged off with the remark that 
Britain’s boardrooms are full of men who hate accountants; nor is it an 
adequate answer — though certainly a tempting one — to contrast the 
opening phrase of his strictures on company law — ‘As a very general 
comment’ — with another which occurs later, in reply to a different ques- 
tion — ‘I think it is impossible to generalize’. Lord Kearton, no less than 
anyone else, is entitled to his views; and when a major consumer of pro- 
fessional services expresses himself in such forthright fashion, his words 
must be taken seriously. 

In all fairness, the profession may reply that it has already recognized 
the need for further improvements in the quality of financial reporting, and 
is working energetically to meet that need; it may ask, if accountants are 
not to be given a bigger role, who is better qualified to fill it? It may 
observe that the primary responsibility for the presentation of true and 
accurate accounts rests with a company’s directors; and it may question 
whether those who have obtained publicity for disputing the conclusions 
or the authority of the Accounting Standards Steering Committee have 
best served the interests of their own companies or of the commercial 
community at large. 
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Europe — and the 
Profession 


HE great debate has begun. In fact, of course, the 

argument and counter-argument for entry into the 
European Economic Community has been going on for a 
decade. But as Dr Johnson is reported to have observed, 
when a man is to be hanged on the morrow, it concentrates 
his mind wonderfully. 

It is principally the closeness of the date of decision 
rather than anything in the White Paper, The United 
Kingdom and the European Communities (Cmnd 4715, 
HMSO, 25p), which has activated the debate. No doubt 
publication of the terms of entry should help the uncom- 
mitted to make up their minds, but without any similar 
quantification of the prospective benefits, the case for entry 
must rest ultimately on a belief in the ‘new Europe’ rather 
than statistics. 

At the same time, there is still considerable confusion 
over the issues involved. For example, the protagonists 
for entry hardly help their cause by reminding the public 
that within the EEC, Germans are still Germans and the 
French still French. The retention of national identity is a 
different issue from the prospective loss of national 
sovereignty. The fact remains that economic integration is 
the precursor of political integration, and it is this objective 
which is the keystone of the Treaty of Rome. No doubt 
progress towards the creation of a West European supra- 
national authority may be slow; President de Gaulle 
hardly helped it along. But come it must, if the Community 
is to mean anything. 

The EEC is not merely a free trade area within its own 
frontiers, protected by a common tariff; it is a customs 
union, the outcome of which is full economic integration, 
i.e., industrial, monetary and fiscal. This is what is meant 
by Article 2 of the Treaty of Rome quoted in the White 
Paper, i.e., ‘progressively approximating the economic 
policies of member States’. If this were not the case, why 
should the Community be so concerned with the possible 
repercussions of the state of the UK economy, or of the 
international role of sterling and its liabilities? 

The White Paper provides persuasive reasons for UK 
entry. There is little doubt that the strongest single reason 
is political. Alone, Britain’s voice in the world’s councils 
must become progressively less influential; but as a mem- 
ber of a major power bloc, it should count. Ultimately, 
however, as far as the British public is concerned, the 
question resolves itself into a matter of living standards — 
not politics. 

If integration is successful, and British adaptation to the 
Community way of life is smooth, rising living standards 
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can be expected. But if the process of adaptation is slow, 
then for the next five years or longer, it is the costs rather 
than the benefits which will be apparent. There is, after all, 
no certainty that the expectations of British industry will be 
fulfilled. What, the opponents of British entry may ask, does 
the present generation owe to posterity, that it should be 
prepared to make sacrifices in the near future for long-term 
benefits? 

The White Paper does not help the uncommitted on such 
matters. Given the impossibility of quantifying the pros- 
pective gains, the wide differences on economic issues are 
inevitable. It may well be true that linking Britain’s flagging 
industrial structure with the thrusting dynamic economies 
of the EEC will do the trick. At least British industry seems 
to think so, even if the trades unions do not. It has to be 
recognized, however, that the grounds for these hopes and 
fears rest on little more than faith and hope. 

What the White Paper does rightly stress is that ‘growth 
and prosperity in any country depend first upon the 
effective use of manpower, plant, equipment and mana- 
gerial skill’. It is idle to pretend that the British record in 
these respects has been good, nor have successive adminis- 
trations succeeded in creating the right ‘general economic 
and commercial environment... conducive to growth... or 
to creating wealth and promoting welfare’. It is apparent 
from the White Paper that the Government believes that 
membership of the Community will engender in Britain 
the same dynamic forces which have raised Community 
living standards above her own. 

But the new dynamism will not be achieved overnight. 
There will have to be important changes in the British way 
of life, particularly in industry. The prospect of change 
when the outcome is uncertain is seldom attractive, hence 
the hesitation of the British public. But since it is abun- 
dantly clear that there is virtually no rational alternative to 
the proposed membership of a major economic and political 
grouping, we are of the opinion that, in the words of the 
White Paper, Britain should ‘accept the challenge and seize 
the opportunity’. 

Amongst the implications of British entry for the ac- 
countancy profession, it should be noted that the Treaty 
of Rome envisages the mutual recognition of diplomas, 
certificates, and other qualifications, within the context of 
freedom to practise a profession throughout the Community 
countries. Due to a variety of restrictions based on matters 
such as nationality, residence, and the availability of work 
permits, it is at present far from easy for a British account- 
ant to establish himself in practice in continental Europe. 
And whilst Britain has a more liberal policy — based, as the 
Parliamentary Under-Secretary for Trade and Industry, 
Mr Nicholas Ridley, said at Oxford earlier this month, on 
accreditation by reference to approved foreign qualifica- 
tions without regard to quota or other restrictions — the 
Department for Trade and Industry has shown itself more 
than reluctant to disclose its list of ‘approved foreign 
qualifications’, or to identify any one body of European 
accountants whose members have received individual 
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recognition within the UK for the purposes of section 
161 (1) (b) of the Companies Act 1948. 

With Britain as a full member of EEC, the constitution, 
numerical strength, and professional standards of European 
bodies of accountants will become a matter of legitimate 
public concern — no less so, indeed, than the freedom of 
British accountants to practise their skills throughout 
Europe. The mutual recognition of professional diplomas is 
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only one aspect of the Treaty of Rome which 1s at present 


under study at government level; it is also likely to prove a 


harmony. 


topical point at next October’s Union Européenne des 
Experts Comptables study conference in London. The 
present situation clearly affords much scope for examina- 
tion and negotiation before the Treaty’s aims are likely 
to be fulfilled, with the ‘concert of Europe’ in full 





CURRENT AFFAIRS 


The £100 Practice 


NY member of The Institute of 

Chartered Accountants in England 
and Wales who receives fees for profes- 
sional services in excess of {100 per 
annum will in future be regarded for 
subscription purposes as being ‘in 
practice’, whether or not he holds 
himself out as prepared to accept 
instructions from the community at 
large. 

Members have in the past been 
disciplined for failing to notify the 
Institute of their commencing to 
practise, and — in view of the official 
attitude that ‘practice’ includes a 
part-time practice — it has been a 
recurrent query for several years past 
whether the rule should also apply to a 
member not otherwise practising, who 
undertook a few small assignments in 
his spare time. 

Until recently, the substance of the 
Institute’s standard practice note on 
this subject regarded the crucial element 
of the definition to be that a mem- 
ber was prepared to accept professional 
business generally in the event of it 
being offered to him; for this purpose, 
the use of headed stationery or a door- 
plate incorporating his professional 
designation would be regarded as an 
indication that the member was ‘in 
practice’. In the absence of any such 
indication, it has been open for a 
member to act professionally for a 
small number of clients — as, for 
example, on a family or social basis — 
without rendering himself liable for 
the practising rate of subscription, and 
the number of clients and the presence 
or absence of remuneration have not 
hitherto been, in themselves, inclusive 
factors. 

The introduction of a monetary 


qualification represents a new depar- 
ture, and presumably the figure of 
£100 will be adjusted from time to 
time in the light of inflation. There is 
also room for debate as to whether the 
figure of {100 is to be calculated on a 
cash or an accruals basis, since the 
official statement refers in one passage 
to ‘professional services the fees for 
which aggregate to more than {100 
in a year’, and in another to ‘a member 
who received from clients fees in 
excess of {100 in a year’. Depending 
upon the incidence of such business, 
it is conceivable that members who act 
for a small number of clients without 
holding out to the community at large 
may find themselves practising or 
non-practising in successive years. 


Lynall Appeal Concluded 


HE House of Lords completed its 

hearing, on ‘Tuesday, of the tax- 
payer’s appeal in Lynall v. CIR on the 
question of the valuation of shares in 
a private company for estate duty 
purposes. Judgment was reserved and 
will presumably not be delivered until 
after the summer recess. 

The House then began the hearing 
of the appeal of the taxpayer in the case 
of Hinchcliffe v. Crabtree ([1971] 
2 WLR 194) relating to the valuation 
of shares for capital gains tax purposes 
as at April 6th, 1965. These were 
shares in a quoted company which 
were, on the date in question, the 
subject of negotiations for take-over 
at a price much higher than the quoted 
price. The take-over, in fact, took 
place in August 1965, and the case 
turns on the question as to whether 
these negotiations were ‘special 
circumstances’ existing on April 6th, 


1965. 


Institute Council Retirements 


R STANLEY DIXON, M.A., 
F.C.A., a Past President of The 
Institute of Chartered Accountants in 
England and Wales, announced his 
retirement from the Council at its 
meeting on July 7th (reported on 
another page). Mr Dixon, who has been 
a member of the Institute since 1927 
and of its Council since 1958, occupied 
the Presidential chair in 1968-69, being 
the first (and hitherto the only) non- 
practising member to hold that office. 
Mr Dixon has spent the major part 
of his professional life with Midland- 
Yorkshire Tar Distillers Ltd; he was 
appointed secretary of the company in 
1935 and joined the board in 1943, 
becoming finance director and sub- 
sequently chairman. 
Mr Frank Edward Price, C.B.E., 
F.c.A., of Newport, has also retired 





from the Council, which he joined in 
1957 as one of 10 members nominated 
by the former Society of Incorporated 
Accountants under the terms of the 
integration scheme. He was admitted 
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to membership of the Society in 1926, 
and is a partner in the firm of Arthur 
Collins & Co, of Newport. 

Besides these retirements, the Coun- 
cil has received with much regret the 
resignation of another non-practising 
member, Mr W. W. Fea, B.A., F.C.A. 
Mr Fea, deputy chairman and formerly 
chief accountant of Guest, Keen & 
Nettlefolds, of Smethwick, had been a 
member of the Council since 1953, 
and was its longest-serving member. 
This distinction now passes to Mr 
Douglas A. Clarke, LL.B., F.C.A. 


Finance Bill through 
the Commons 


HE Finance Bill completed its 

passage through the House of 
Commons on Wednesday of last week 
and has now been passed to the House 
of Lords. 

A new clause was added for the 
purpose of deferring the payment of 
surtax for the year 1972—73 in order 
to reduce hardship arising from the 
introduction in 1973—74 of the new 
combined income tax. Under the new 
clause, part of the 1972-73 surtax 
referable to the whole of the taxpayer’s 
income, other than income subject 
to deductions of standard rate tax at 
source, may be deferred. So Schedule 
A, among other things, will qualify 
for spreading. The surtax which quali- 
fied for deferment will be payable in 
three equal instalments on January rst, 
in each of the years 1974, 1975, and 
1976, instead of the two instalments 
originally proposed. At the same time 
the charge of interest on the deferred 
tax is dropped. 

A further clause was added which, 
inter alia, substitutes a new section 
508 in the Taxes Act 1970. ‘This deals 
with double tax relief, in particular 
the relief for underlying tax, and 
intention of the 
Government set out in the White 
Paper, British Private Investment in 
Developing Countries (Cmd 4656) pub- 
lished in April. The clause, in fact, 
goes further than the White Paper, 
replacing the 25 per cent test of a 
company’s holdings by a 10 per cent 
test in all cases. 

At the same time the clause puts on 
the statute book the Revenue conces- 
sion designed to deal with cases where 
voting control is held through a chain 
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of companies. The practice is not 
altered, but the Government are 
yielding to pressure from the Public 
Accounts Committee to put long- 
standing concessions into statutory 
form. 


New Accounting Degree 
Course 


FOUR-YEAR ‘thick sandwich’ 

course, leading to a B.A. degree 
in accounting and finance, has been 
developed jointly by the Enfield 
and Hendon Colleges of ‘Technology, 
and is in the final stages of approval 
by the Council for National Academic 
Awards. It is proposed that partici- 
pants will spend their first, second and 
fourth years in full-time study and the 
third year in industrial or commercial 
employment. ‘These third-year place- 
ments will be vetted by the course 
tutors to make certain of their rele- 
vance to the study of accounting and 
finance, and students will have regular 
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contact with their tutors throughout 
this twelve-month period. 

A significant feature of the new 
course is the inclusion of industrial 
relations as a final year option. Other 
optional specializations include local 
government finance and quantitative 
analysis. ‘Taxation will also be in- 
cluded as a subject in its own right 
rather than as part of accounting and 
economics. 

Successful completion of the course 
is expected to confer significant ex- 
emptions from the examination re- 
quirements of the major professional 
accounting bodies. Applications are 
now being invited for the first intake 
of students in September 1971, all 
inquiries and applications being ad- 
dressed to The Registrar, Hendon 
College of ‘Technology, The Bur- 
roughs, London NW4. 

‘The minimum age for entry is 18 
years, and candidates will normally be 
expected to show passes in the GCE, 
ONC or OND examinations com- 
parable with those required for ad- 
mission to a university. 


Comfortless Creditors 


H Gi one bright feature of the annual 
bankruptcy report of the Depart- 
ment of Trade and Industry for 1970 
is that it is available for comment 
approximately three months earlier 
than its predecessor (The Accountant, 
October 22nd, 1970). Otherwise the 
mixture remains very much as before, 
and abundantly justifies our headline. 

Interim figures released by Trade 
Indemnity Ltd (The Accountant, July 
23rd, 1970) showed that the number 
of ‘bankruptcies and bad debts’ during 
the first six months of 1970 was ap- 
proximately 300 higher than for the 
corresponding period in 1969. The 
pattern evidently showed no significant 
improvement during the latter half of 
the year, and the 1970 total of receiving 
and administration orders was 4,656, 
compared with 4,369 in 1969. 

Once again the construction in- 
dustry, and directors and promoters of 
companies, comfortably retained their 
positions at the head of the league for, 
respectively, the highest number of 
cases and the largest individual 
amounts involved. The former yielded 
1,027 cases with total liabilities of 
£3,347,000; and the latter 258 cases 


with total liabilities of £4,707,000 — an 
average of £18,244. Whilst the increase 
in the average amount involved may 
charitably be attributed to inflation, 
this scarcely accounts for a 25 per cent 
increase in the number of individual 
cases, a feature which might be 
thought to indicate some laxity in the 
administration of company law. 

The summary of prosecutions shows 
111 charges of failure to keep proper 
books of account and 93 for obtaining 
credit to the extent of {10 or more 
whilst still an undischarged bankrupt. 
These are again by far the largest 
individual classifications. There were 
36 charges of omissions from state- 
ments of affairs, or of failure in various 
ways to account for property. 

The average distribution to un- 
secured creditors in estates adminis- 
tered by the Official Receiver was 
3°4 p in the £, as against 11-8p in the 
£ for the — generally much larger — 
estates administered by non-official 
trustees. Unfortunate creditors will 
not need to be reminded that neither 
of these figures has kept pace with 
inflation; and indeed, they both show 
a slight reduction from 1969. 
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Appointment as Auditor 


T transitional provisions of sec- 
tion 13 of the Companies Act 1967, 
in respect of auditors of previously 
exempt private companies, have now 
expired. A recent statement by the 
Department of Trade and Industry 
emphasizes that it is no longer permis- 
sible for any person lacking the 
appropriate accountancy qualifications 
(or individual authorization from the 
Department), or lacking the appropri- 
ate independence under section 161 (2) 
or (3) of the Companies Act 1948, to 
be reappointed as auditor of a former 
exempt private company. 

Section 13 (3) of the 1967 Act, 
relating to the independence require- 
ment, ceased to confer exemption 
after January 26th, 1971. A person 





Computers Reviewed 


‘Computer installations review’ was the title 
of a one-day course held at Chartered Ac- 
countants’ Hall, London, last Thursday under 
the direction of Mr G. M. Pearson, F.C.A., of 
Peat, Marwick, Mitchell & Co. The lectures 
and discussions in syndicates helped the 51 
members who attended to appreciate the need 
to review both investment in computer 
operations and the recurring heavy expendi- 
ture in the maintenance and development of 
computer systems. 

Above, left. Left to right: Mr C. W. Orange; 
Mr B. R. Coker, of Futcher, Head, Smith & 
Tucker; Mr T. D. Moody, F.C.A., general 
manager, UK Combined Services Unit, 
Petfoods Ltd, and Mr G. H. Holmes, F.C.A., of 
Price Waterhouse & Co. Right. Mr M. 
Fielden, M.A., A.C.A., financial director, 
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may still be the auditor of a company 
by virtue of section 13 (3) if properly 
reappointed at an annual general 
meeting held between January "st, 
1970, and January 26th, 1971 (both 
dates inclusive). He may not, however, 
be properly reappointed on or after 
January 27th, 1971, unless he has in 
the meantime acquired the appropriate 
independence of the company. 


Building Societies and 
the EEC 


Wie so much controversy in the 
air as to whether or not Britain 
should enter the Common Market, it 
was hardly surprising that Sir Roy 
Matthews, c.B.E., chairman of the 
Abbey National Building Society, was 


Firth Carpets Ltd, and Mr lan R. Leake, Systems Consu 
in On some figures prepared by Mr A. G. McKee, B.Sc. 
Fellows, A.C.A., of Pannell Fitzpatrick & Co; and Mr E. 

Below. The open forum session in progress, with t 
speakers: Mr E. S. Fulkes, of Arthur Andersen & Co; Mr D. M. Fleming, 
Mitchell & Co, and Mr R. A. Shervington, T.D., of Price, Waterhouse & Co. 
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asked in London last week how entry 
would affect the Society. In Sir Roy’s 
view there are a lot of ‘pent-up 
savings’ on the Continent, and mem- 
bership of EEC would encourage an 
inflow of funds. 

Doubtless, there could also be an 
outflow in the form of mortgage 
advances for the very good reason that 
interest rates are very much higher 
abroad than in the UK. However, 
various regulations governing the sale 
and purchase of land and property 
abroad would have to be ironed out 
before advances could be favourably 
considered. 

On the home front, Abbey National 
has certainly not been retrogressive. 
During the six months to June 3oth, 
investors’ balances increased by over 
£148 million to £1,576 million; gross 


Itant, Computer Systems Audit, Cadbury Schweppes Ltd, both standing, look 
(Econ.), A.C.A., management services, Serck Services Ltd, centre, and Mr A. E. M. 
H. Head, F.C.A., of Futcher, Head, Smith & Tucker. 

he course director, Mr G. M. Pearson, 


in the chair, centre, together with the four 


B.A., of Cooper Brothers & Co; Mr B. G. Parsons, of Peat, Marwick, 
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inflow of funds from shareholders and 
depositors was over {271 million and 
withdrawals amounted to approxi- 
mately £146 million. 


Overseas Investments 
ETWEEN 1962 and 1969, 


Britain’s private investment as- 
sets overseas rose by about £6,000 
million; and, of this increase, some 
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£3,500 million is accounted for by 
growth in private direct investment. 
The increase in the value of direct 
overseas investment in 1969 was 
largely offset by a decline in the value 
of portfolio investment from £6,150 
to £5,700 million, reflecting the 
fall in stock market prices in New 
York. 

Over the same period, total ex- 
ternal assets in both the private and 
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public sectors were estimated to have 
risen from £12,545 million to £31,130 
million while the corresponding es- 
timates of liabilities were {11,025 
million and £28,435 million. But, 
whereas in 1969, the private sector 
showed a surplus of assets over 
liabilities of some £7,700 million, 
the public sector had net liabilities 
of some £5,000 million. In evaluating 
the significance of those totals it 


Business Game for Sixth-formers Won by Stowe 


TOWE School, with a profit of 

£8-8 million, emerged as the 
winners of the business game for 
sixth-formers organized by ‘The Insti- 
tute of Chartered Accountants in 
England and Wales in co-operation 
with International Computers played 
at the company’s offices last Friday. 
Their competitors in the final were 
Alleyne’s Grammar School, Steven- 
age, who came second with a profit of 
£7-99 million, and Imberhorne Com- 
prehensive School with a 5-91 
million profit. 

The fourth in the series for the 
Institute’s Challenge Shield, the game 
attracted more entrants than ever 
before — a total of 241 teams from 
schools throughout England and Wales 
competed. For the first time, a 
comprehensive school gained a place 
and as an indication, perhaps, of the 
growing role which the opposite sex 
is taking in management decisions, the 
Imberhorne ‘board’ was under the 
able chairmanship of 17-year-old Lynn 
Alexander. 

Mr A. H. Walton, F.c.a., President 
of the Institute, reminded his audience 
prior to presenting the Challenge 
Shield, that he was a great believer in 
the importance of the individual, and 
education was the nurture of personal 
growth. He expressed the hope that as 
a result of the game, both staff and 
pupils of schools will have found it of 
educational interest and value. ‘If 
businesses are to grow, increased re- 
sources are necessary, Mr Walton 
said. ‘Profits provide those resources 
and increasingly computers form part 
of the equipment required’. 

After passing some well deserved 
remarks of appreciation to Mr Ken 
Williams, F.c.A, of ICL, the games 
administrator, and to Mr A. R. K. 


Hardcastle, F.c.A., director, Computer 
Analysts and Programmers, who acted 
as adjudicator, Mr Walton, in present- 
ing the Challenge Shield to the 
‘chairman’ of Stowe, said: ‘My con- 





Mr A. H. Walton, F.C.A., President of the 
Institute, presents the Challenge Shield to 
Steven Phillips, chairman of the Stowe School 
‘beard of directors’. 


gratulations to the staff and pupils and, 
of course, to you, Steven Phillips, the 
chairman. My congratulations also to 
the teams finishing second and third — 
bigger profits next time!’ 





Miss Lynn Alexander, chairman of Imber- 
horne’s ‘board’, talks about the result with the 
President and Andrew Chitty, a member of 
her ‘board’. 
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Mr A. R. K. Hardcastle, F.C.A., adjudicator ‚speaking at the summing-up session. 
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should be noted that, whereas the 
external liabilities are in the form of 
fixed interest loans, the net external 
assets comprise equities so that, with 
continuing inflation and rising econ- 
omic activity, the net balance in the 
UK’s favour would improve sub- 
stantially. 

The benefits of this investment for 
the balance of payments is self-evident. 
Whereas between 1964 and 1969 the 
balance on visible account has been 
continuously in deficit, over the same 
period, the invisible balance has risen 
steadily from {£124 million to £557 
million. Thus, a current deficit on 
the balance of payments overall of 
£395 million in 1964 has become a 
net surplus of £416 million in 1969. 

The geographical distribution of 
the UK’s external direct investment 
has shifted markedly in the 1960s. 
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Australia remains the largest single 
country for investment, with 17 per 
cent of the total; but, whereas its 
share has remained constant between 
1962-68, the share of the European 
Economic Community has risen from 
g°3 to 11°3 per cent. On the other 
hand, the total share of developing 
countries in the same period dropped 
from 34 to 30 per cent. More than 
half of such investment was in manu- 
facturing industry. 

Perhaps the most interesting statis- 
tic to appear in this new Central 
Office of Information pamphlet, Brit- 
ain’s International Investment Position 
(HMSO, 45p), relates to the rate of 
return on such investment. ‘This 
ranges from 12:1 per cent in Australia 
in 1965, and 11°5 per cent in the 
USA, to only 4°6 per cent in the 
EEC. 
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Britain and the EEC 


UITE apart from the utterances 

of those whose minds are already 
made up over the question of whether 
Britain should join the European 
Economic Community, there is a 
genuine difficulty for the uncom- 
mitted. 

For those, and there must be many, 
who need a brief guide to the relevant 
issues, the National Westminster 
Bank’s handbook The Common Market 
and the United Kingdom (5o0p) pro- 
vides a factual basis for consideration 
of the case for and against entry. In the 
opinion of its authors membership 
of the Community will bring the UK 
increased opportunities for exports 
and lower priced imports of manu- 
factured goods which would help 
offset increases in food prices. 





THIS IS MY LIFE 


The Nelson Touch? 


by An Industrious Accountant 


UR internal auditor has put his over-zealous foot in 

it. Last month I asked him to examine the cost coding 
of the various craftsmen we employ — four carpenters, three 
painters, two electricians, and one sort of all-purpose 
mechanical handyman. My laudable aim was to ensure that 
time spent on new construction jobs should be capitalized 
rather than be charged as maintenance costs against re- 
venue, in the interests of basic accuracy. 

The IA fell to with enthusiasm. His first action was 
to examine the weekly time-sheets of the men involved; 
his second was to express astonishment at the skimpy 
details available. In true bloodhound fashion, he sniffed 
around suspiciously and found that practically nobody was 
where he was recorded as being. 

Unfortunately, those who weren’t repairing the chair- 
man’s greenhouse were constructing a penthouse in the 
managing director’s roof-space, so our grapevine relayed 
frenzied warnings. Thereafter Prinny summoned me and 
in lurid naval language told me to call off the so-and-so 
search to avoid rocking the Admiral’s ruddy flagship. 
There was a time, he growled menacingly, to turn the 
Nelson blind eye. 

It seemed opportune to sound reluctantly co-operative 
with a faint implication that we wouldn’t draw back for 
anybody else; but when he simmered down I gave him a 
broadside. Surely he, of all people, should know that Horatio 


Nelson had been an auditor of unrivalled ferocity; as a 
young captain, he personally complained about irregulari- 
ties to the Secretary of State, to Mr Pitt the Prime Minister, 
to Prince William Henry, and to all the top brass in the 
Navy. And not only once, but twice! 

Prinny’s jaw dropped somewhat as he waited sus- 
piciously for the punch-line, but it was straightforward 
enough. Stationed in the Leeward Islands in 1785, Nelson 
found the local Commander-in-Chief had been continually 
breaking the navigation laws which prohibited United 
States vessels from trading in the islands. 

The method of evasion was simple enough. The Yankee 
skippers swore cheerfully that they’d sprung a mast, or 
were leaking aft, or some such, whereupon the conniving 
Customs gave them permits to land their cargoes to pay 
their expenses. Innumerable cargoes were landed, to the 
joy of the locals. The C-in-C’s easy temper, wrote Nelson, 
had made him the dupe of some artful people. 

The C-in-C wriggled and waffled (his character may be 
gauged uncharitably by the tale of how he lost an eye trying 
to kill a cockroach with a table-fork) in a tortuous series of 
excuses. He’d never seen the Acts before, he protested, 
before finally deciding to ‘let the residents of the various 
islands decide the various cases’. 

He misjudged his opponent. Nelson was supported by 
Cuthbert Collingwood, who later led the van at Trafalgar, 
and neither suffered fools gladly. He promptly advised the 
Admiralty and seized the four US ships lying in Nevis 
harbour. At this attack the governors, planters, traders, and 
captains erupted in fury, serving a writ for £40,000 
damages on Nelson, who stayed aboard lest he be arrested. 
Auditors were never popular... . 

Prinny cut in decisively. He’d no use for sea-lawyers, 
ashore or afloat, he rumbled; he’d shorten sail for old 
Horatio any time, but interfering landlubbers could expect 
squalls. It was time to discontinue the action. 
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Accou nting for Charity 


Financial EZ ER of Britain’s Largest Voluntary Overseas Aid Agency 


by ROBIN LANGDON-DAVIES, F.C.A. 


The financial and administrative arrangements of charitable bodies are sometimes 
misunderstood. Some people question the need for charitable work, whilst others are 


sceptical of the ratio of expenses to donations. 


With its income of over three million pounds in each of the last four years, OXFAM has 


become one of the largest fund-raising charities in the country; and with its hundreds 
of thousands of supporters, tens of thousands of voluntary helpers and 250 staff, it 
has become an organization, perhaps even a movement, of some influence. 


TARTING as a small group of Oxford citizens sharing 

a common concern for the victims of the famine in 
Greece in 1942, the Oxford Committee for Famine Relief 
has now adopted the colloquial abbreviation ‘OXFAM’ 
as its official name. It is governed by a council of manage- 
ment of unpaid men and women from all walks of life, 
including three of the original committee of 1942. 


Fiduciary obligations 


E -= OXFAM is registered as a company under the Companies 
_ Acts and as a charity under the Charities Act 1960. Its 


council of management, therefore, constitutes a body of 
trustees, who must not only act in accordance with the 


= memorandum of association of the company, but must 


also — under the surveillance of the Charity Commissioners 
— carry out the wishes of its supporters. Since those who 


have at some time contributed money, clothing, gifts 


or supplies to OXFAM must be numbered in millions, this 


_ is a duty that cannot be taken lightly. 


The council, its honorary officers, its committees and its 
full-time officials under their director, H. Leslie Kirkley, 
C.B.E., have to conduct their affairs in a businesslike manner 
without being impersonal. Ever mindful, and constantly 
reminded, of the need to keep administrative expenses to a 
minimum, they must not economize to an extent which 
would jeopardize the efficient management of the funds 
entrusted to them. In a society in which competition is 
regarded as a virtue, OXFAM must be competitive; it must 
forever think up new ways of raising money to produce the 
maximum income at the minimum cost. In doing so it 
has never promoted football pools or sweepstakes, not 
because of any ‘holier than thou’ attitude toward such 
things, but because it feels a duty to bring before the public 
the needs of the hungry, the homeless and the sick, so that 
its supporters will give because they want to meet those 
needs, rather than because they hope to derive some 
benefit to themselves. 

This is not to say that OXFAM would refuse the pro- 
ceeds of a raffle, and while it would not be party to some of 
the more colourable tax avoidance schemes that have been 
suggested from time to time, deeds of covenant provide a 
steady and committed income of over £350,000 per annum. 





‘The author is Honorary Treasurer of Oxfam. 


It is a fact of life that, in charity appeals as in other activi- 
ties, it is necessary to spend money to make money; and if 
a very large income is to be raised and maintained, fund- 
raising appeals must be planned and conducted in a highly 
professional manner. Not only must they be directed at 
those who are likely to give, but they must be framed in 
such a way that the money is given and understood by the 
donor to have been given for the purposes for which it is 
intended to be used; and yet in such a way that resources 
can at any time be switched to where the need is greatest. 

It is perhaps not an unfair riposte to those who criticize 
the fund-raising expenditure of charities to say that a high 
expense ratio under this heading may be due as much to the 
meanness of the donor as to the extravagance of the charity. 
The extent to which a charity ought to rely upon its own 
constituency of committed supporters from whom money 
can be raised at little cost, or whether it ought properly to 
break new ground and convert new sections of the public 
to its cause, is a nice question. The right thing is, of course, 
to strike a balance and this OXFAM can be said to have 
done, as is evidenced by the fact that, in the last four years 
its total income has varied between £3 and £33 million 
per annum, during which time fund-raising expenses have 
absorbed between 14 and 15 per cent. 

Although it would be wrong to allow this ratio to rise, 
and to raise a further million pounds per annum would be 
excessively costly, it would be equally wrong to force it 
down, because a substantial fall in income would deprive 
countless needy people of the help they have been led to 
expect from OXFAM. 


Budgetary control 


In addition to fund-raising, there is the expense of 
running the organization — the inescapable overhead costs — 
which have been kept down to 2:6 per cent of total income. 
Two smaller items of expense on extension work (setting 
up fund-raising organizations in the United States, 
Canada, Belgium and elsewhere) and on educational 
activities, bring the total expense ratio for the year ended 
April 30th, 1971, to 17:9 per cent. 

To achieve such a satisfactory performance, a system of 
budgetary control has been in use for a number of years and 
the costing of expenditure has become more accurate with 
experience. On the fund-raising side, acceptable yields per 
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pound spent are established for each of the different types 
of appeal, and those that do not achieve satisfactory results 
are quickly modified or even abandoned. For example, 
it was possible to assess the effect of the recent postal strike 
upon the annual Christmas appeal, so that corrective action 
could be taken in the form of a supplementary appeal as 
soon as the strike was over. 

Administrative expenditure is similarly controlled, and 
budgets must not be exceeded without sanction from the 
finance committee. 

An item of expense that is not infrequently regarded with 
suspicion by those who are for some reason unsympathetic 
towards charitable organizations, is, of course, the expendi- 
ture on salaries of the paid staff. Here again a proper 
balance must be struck. It is undoubtedly the case that 
OXFAM’s full-time officers could command very much 
greater salaries were they to devote their talents to com- 
merce or industry and every one of them has made a 
considerable financial sacrifice in working for OXFAM. It 
would, however, be very short-sighted to offer such low 
salaries as would attract only incompetent officials or to 
expect of those officials so great a reduction in their earn- 
ings that their wives and families would suffer unduly. Such 
short-sightedness could easily lead to losses, the magnitude 
of which would show a parsimonious salary policy to be 
sheer irresponsibility. 

Apart from the control of expenditure, the finance 
committee and the finance officer are much concerned with 
the management of the very large funds that pass through 
OXFAM’s hands and in this, too, they have to think not 
only of financial prudence and the optimization of income, 
but also of the attitude of the general public, who rightly 
look askance at any public charity which appears to be 


amassing wealth in one form or another. The management 
of funds is thus conducted not so much on a tight-rope as 
on a knife-edge. 

The greater part of OXFAM’s resources is devoted to 
development or other long-term relief and rehabilitation 
projects, and although care is taken to avoid legal com- 
mitments, there are not less binding moral forward 
commitments to overseas projects. These amounted to 
something over {1,100,000 at April 30th, 1971, to meet 
which there was no more than £138,500 in uncommitted 
cash deposits at that date. Experience over the past two 
years has shown that the right balance is struck if, at April 
30th, cash deposits amount to some 30 per cent of unpaid 
allocations to overseas projects. To meet this requirement 
this year, therefore, it would be necessary to have recourse 
to our reserve investments or to bank borrowing, and these 
steps may yet become necessary. 

At the present time, there are very large sums of money 
being raised to meet the needs of the victims of the two 
disasters in East Pakistan, one natural and one man-made, 
but this money is all earmarked and cannot be diverted. 
It is, in fact, likely to make the position worse if it depletes 
the donations that would otherwise have been made for 
other purposes. Let no one say, therefore, that OXFAM 
hoards its money; its treasurer’s life would be easier if it 
hoarded rather more, but its appeals to the public say in 
truth that the needs of the hungry are urgent. It is right, 
therefore, that a donor’s money should spend as little time 
as possible in OXFAM’s coffers, on its way to alleviate 
suffering in some far-off corner of the world. 

Having considered fund-raising and administration, one 
is led naturally to the last, but by far the most important of 
OXFAM?’s activities, the work that is carried out in the 


OXFAM AND ITS SUBSIDIARY COMPANY 


CONSOLIDATED INCOME AND EXPENDITURE 
ACCOUNT FOR THE YEAR ENDED APRIL 30th, 1971 








1970-71 1969-70 
INCOME £ % £ Kc 
GROSS INCOME from fund-raising activities 
Cash 2,568,363 77:8 2,664,863 79-9 
Clothing, supplies and properties 101,554 3-1 261,464 78 
Proceeds of joint activities with other 
agencies Es eh ad Gs 484,564 14-7 276,240 8:3 
Investmenti income 32,977 1-0 28,086 0-8 
Trading profits 110,403 3:3 98,591 3-0 
Sundries - 3,599 0-1 6,810 0:2 
TOTAL INCOME 3,301,460 100:0 3,336,054 100-0 
£ % 

Less Fund-raising expenses 462,156 14-0 481,324 14:4 
Administration 85,460 2:6 74,358 2:2 
Extension work 22,091 0:7 12,350 0-4 
Educational activities 21,063 0-6 20,569 0:6 

590,770 17-9 588,601 17-6 

AVAILABLE FOR OVERSEAS AID 2,710,690 82-1 2,747,453 82-4 

OVERSEAS AID £ % 

Goods and supplies 142,527 5:2 238,256 9-6 
Grants and loans to relief 
and development pro- 

jects . 2,454,499 90-3 2,112,669 84-9 

Supervision ‘and direction 122,221 4/5 137,254 5:5 

2,719,247 1000 2,488,179 100-0 

Surplus (shortfall) of income for the year (8,557) 259,274 

Surplus at April 30th, 1970 d Sa 107,299 (151,975) 

Income available for 1971-72 projects .. ” £98,742 £107,299 








CONSOLIDATED BALANCE SHEET AS AT 
APRIL 30th, 1971 
Cost Depreciation 1971 1970 
FIXED ASSETS £ £ £ £ 





























Freehold property 184,926 — 184,926 182,162 
Leasehold property (short leases) 21,288 7,974 13,314 10,245 
Furniture, fittings and aici 77,380 48,824 28,556 30,818 
Motor vehicles de 27. 937 16,517 11,420 7,585 
311,531 73,315 238,216 230,810 
INVESTMENTS - GENERAL FUNDS 
Quoted (market value EN 01,006, 1970 £89 ate 
at cost g 102,445 99,909 
Unquoted at cost dp = a Ka 833 833 
Property i 93,063 93,063 
196,341 193,805 
CURRENT ASSETS 
Stock at cost 129,568 101,467 
Debtors .. ? 101,066 186,591 
Bank and other deposits Kë 333,122 215,903 
Cash in hand and at bank on current account dës 48,026 59,301 
611,782 563,268 
Less Current Liabilities and Provisions 
Sundry creditors 93,766 125,325 
Provision for East Pakistan Cyclone Relief 242,655 — 
336,421 
NET CURRENT ASSETS 275,361 437,937 


TOTAL NET ASSETS .. £709,918 £862,552 


REPRESENTING: 


Overseas allocations already made 
Relief and Overseas Aid Fund .. 








611,176 755,253 
98,742 107,299 


£709,918 £862,552 
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field. The general control of overseas aid is the responsibility 
of the overseas aid committee and its subsidiary committees, 
each covering a geographical area. These committees are 
composed of unpaid part-time experts, who have special 
knowledge, either of the part of the world involved or in 
some particular technical field, and the administration of 
overseas aid is the responsibility of the overseas aid 
department, composed of a number of full-time officials 
especially suited by experience overseas to control and 
direct aid in the most effective way. They are in turn 
supported by field directors, stationed in various parts of the 
world, who are able to act in emergencies, seek out special 
needs and supervise the projects set up to meet those needs 

The late Richard Dimbleby described OXFAM as a fire 
brigade able to deal immediately with disasters in any part 
of the world, and this experience has enabled- it to give 
effective help best suited to the particular needs of any 
given situation. Sometimes the need is for immediate relief 
and sometimes for rehabilitation; OXFAM knows how to 
deal with either or both. Almost before the world had 
realized that there had been a disastrous earthquake in 
Peru, OXFAM emergency supplies were airborne over the 
Atlantic; and when cholera broke out in Bengal, OXFAM 
was ready with its rapid-fire inoculators. 

Development projects are always most thoroughly 
investigated before they receive OXFAM’s support, either 
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by the field directors on the spot or by experts in Oxford, 
if not by both. When such a project is under way, it will be 
supervised from time to time by a field director and may 
later be investigated by OXFAM’s appraiser, whose job 
it is to see that not a penny is wasted if it can be avoided, 
and that any mistakes that may be made do not recur, but 
are turned to good account in building the collective 
experience of the overseas aid department. 

OXFAM has no purpose but to bring to the attention of 
people in this country the very real needs of the less 
fortunate peoples in other parts of the world; and, having 
done so, to provide the means whereby help may be sent 
where it is most needed. 

In furtherance of this purpose it has a duty to account to 
its supporters and endeavours to see that such accounting 
is not only true and fair, but provides the information its 
supporters and the public might reasonably wish to have 
about its activities. An abbreviated balance sheet and 
income and expenditure account are here reproduced; 
its annual report and accounts, including a broadsheet 
summarizing the whole of its overseas aid allocations during 
the year, are available free to anyone who would ask. It 
does, however, need money to continue its work. 





Author’s note: Copies of the annual report are obtainable from The 
Finance Officer, OXFAM, 274 Banbury Road, Oxford, OX2 7DZ, who 


would also be pleased to receive donations. 





European Business 


The Legal Framework 


by J. T. BROWN 


H: way of introduction, I have been asked to outline 
to you some of the vehicles used in international busi- 
ness and how they work. This is, of course, an enormous 
subject and I shall limit myself to a consideration of the 
present position with regard to companies ` I shall not allude 
in any way to some of the more exotic creatures such as 
offshore funds, unit trusts or indeed international invest- 
ment vehicles generally. 


Different types of company 
When an Anglo-Saxon lawyer looks at European law he 
finds himself somewhat dizzied by the extraordinary 
profusion of types of companies. 

In England, apart from such special animals as co- 
operatives, friendly societies, building societies and 
charitable companies, there are in commercial life only 
three basic types of company: the private limited company, 
The substance of a paper presented to the recent Oxford Summer 


Conference of The Institute of Chartered Accountants in England and 
Wales. The author is a partner in Clifford-Turner & Co, solicitors. 


the public limited company, and the unlimited company. 
In the law of all the Common Market countries (except 
the Netherlands) there are no less than six types of 
company commonly found in commercial life. These are, 
using the French names: 

(i) the ‘société anonyme’ ; 

(ii) the ‘société à responsabilité limitée’ ; 
(iii) the ‘société en nom collectif’ ; 

(iv) the ‘société en commandite simple’ ; 

(v) the ‘société en commandite par actions’; 

(vi) the ‘société civile’. 

Of these many different types of companies, only the 
first two are really found very commonly in everyday life, 
although some very big companies use one of the other 
forms. 

The basic difference between the ‘société anonyme’ 
(SA) and the ‘société à responsabilité limitée’? (SARL) is 
that the SA is designed for large operations where there 
are a great number of shareholders; and in all the legisla- 
tions the rules relating to the SA are very much stricter 
and in very much greater detail than those relating to the 
SARL. In general terms, the SA needs a minimum number 
of shareholders greater than that of the SARL, which 
usually needs only two, and it usually has a larger capital. 
It has also much more developed forms of administration 
and management. 

In some countries such as France, Italy and Germany, 
procedure is laid down to ensure that the company can 
take over contracts passed for it by the shareholders before 
it actually acquires its legal existence. Thus, in France the 
shareholders can give one or more of them power to carry 
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The attentive audience at Christ Church, Oxford, listening to Mr Brown’s address. 


out certain acts for the company in formation and these 
acts are automatically ratified once the company is entered 
on the ‘Registre du Commerce’. Similarly, in Germany, 
provided the acts have been provided for in the articles of 
association, the company will take over the obligations con- 
tracted in its name during the period of formation. 

In most countries, the SA must have a minimum number 
of shareholders, ranging from two to seven. However, in 
some countries, the number of shareholders can be re- 
duced to one without causing the immediate dissolution 
of the company. In France, if all the shares are held by one 
person, the company continues to exist for a year within 
which time the shareholder must bring the number back 
up to seven. In Holland, it is possible for all the shares to 
be assigned permanently to one shareholder, but in Italy, 
if all the shares are held by one person, his liability becomes 
unlimited for the period within which he holds all the 
shares. 


Capital inviolate 


Another very important element of the SA in all Euro- 
pean countries is the capital. Thus, in France, the minimum 
capital of a SA must be F100,000. — of which 25 per cent 
must be paid up on formation — and in Germany the 
minimum capital is DM 100.000, of which 25 per cent 
must be paid up. Where the capital is paid up by means of 
a contribution in kind, there are strict procedures for veri- 
fying that the value of the contribution in kind corresponds 
at least to the par value of the shares issued. 

Most countries have provisions to prevent the net assets 
of the company falling below the minimum amount of 
capital. Thus in France, if a company’s balance sheet shows 
that it has lost more than three-quarters of its capital — that 
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is to say that the net assets are worth less than three- 
quarters of the minimum amount of capital — the share- 
holders must meet to decide whether or not to liquidate the 
company and if they decide to continue it they must, within 
a fixed period of time, reduce the capital to its real amount 
and then increase it to the minimum amount fixed by law. 


Management structure 


Basically, in Europe, there are two types of management 
structure. The first corresponds roughly with the English 
concept of the board of directors, which is responsible to 
the shareholders. The French, with their passion for logic, 
have taken the system even further: the shareholders elect 
a board of directors which in turn elects a president, and, 
on the proposition of the president, a ‘directeur général’. 
These two gentlemen have, both jointly and severally, full 
powers to bind the company vis-à-vis third parties, who 
can rely without question on the signature of the president, 
or the ‘directeur général’. A similar system applies in 
Belgium, where the board is considered to be collectively 
responsible for managing and binding the company. A 
similar position applies in Italy, where the board of 
directors again has power to bind the company vis-à-vis 
third parties. 

The other system of management is that which applies 
in Germany and which has been adopted as an alternative 
form of management in France, and as a possibility in 
Holland. This consists of a three-tier structure known 
as the ‘conseil de direction’, the ‘conseil de surveillance’ and 
the general meeting of shareholders. The ‘conseil de 
surveillance’ elects the ‘conseil de direction’ and is itself 
elected by the general meeting. 

In Germany, the ‘conseil de surveillance’ or Aufsichtsrat 








performs many of the functions that we in England would 
expect to see given to the general meeting. For instance, 
the ‘conseil de surveillance’ is responsible for verifying and 
approving the accounts, and once the accounts have been 
approved by the ‘conseil de surveillance’, the general 
meeting can only decide what to do with the profits, if any. 
The ‘conseil de surveillance’ in Germany is elected as to 
part of its members by the shareholders and as to part of 
its members by the employees. 

Each country has detailed and complicated rules about 
the use of this right to vote; in particular, in France it is 
not legal for shareholders to agree by contract how they 
will vote at a shareholders’ meeting. Nor is it possible to 
agree in a joint venture agreement to run the company in a 
particular way or to appoint the representatives of a parti- 
cular group as directors, as these practices are all considered 
as being agreement to vote. Peculiar rules exist also in 
Germany about the right to vote. For instance, it is a 
common practice in public companies in Germany for the 
shareholders to deposit their shares in a bank which then 
alone has the right to vote to the exclusion of the shareholder 
himself. This, of course, gives the banks a very considerable 
power in the running and management of German com- 
panies. 


Employee relations 


Another most important part of the management structure 
is the relations between employees and management. In 
France, any company employing more than 50 employees 
must have what are known as ‘délégués du personnel’ and 
any company employing more than 100 employees must 
have what is known as the ‘comité d’entreprise’, who are 
intended to represent the employees before management, 
and who have certain but not very terrifying powers. For 
instance, the ‘comité d’entreprise’ has the right to be rep- 
resented at board meetings and to give an opinion, though 
not to vote, on resolutions to be decided by the board. The 
management must communicate the annual accounts of the 
company to the ‘comité d’entreprise’, which can call upon 
the services of an independent auditor. 

The last question which I wish to mention with regard 
to the SA is that of the negotiability and form of the shares. 
In the case of bearer certificates, and these are very common 


indeed in Europe, transfer takes place by delivery, in the 


case of nominative certificates transfer takes place by 
delivery of the certificate and signature of a deed of transfer 
or endorsement of the signature, and usually by the entry 
on the books of the company. In most countries, it is the 
actual entry on the books of the company which constitutes 
proof of ownership. 

The main difference between the SA and the SARL is 
that the latter does not issue share certificates, and title to 
shares is constituted by a series of share transfers and by 
entry on the books of the company. The company usually 
consists of only a few shareholders and a ‘gérant’ or 
manager. It is the ‘gérant’ — who in some countries must 
be a shareholder, and in other countries need not be — who 
has full powers to bind the company with regard to third 
parties. 

All countries having the institution of SARL impose a 
minimum capital. In the case of France, this is F. 20,000, of 
which the whole must be paid up on formation, and there 
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are usually similar rules to those applying to the SA when 
the capital falls below the minimum required. 


Holding companies 


Some continental countries have great flexibility with regard 
to the way in which subsidiary companies can be run 
by holding companies; others have a much more rigid and 
stricter position. Thus in Holland, where a company 
acquires the whole of the share capital of another company, 
it is possible to obtain a tax declaration that the whole of 
the assets and business of the two companies be looked 
on as one and the whole can be managed as though it was 
sole. In France, the position is quite different and it is a 
criminal offence for the officers of a company to do any- 
thing which they know to be contrary to the interests of 
that company taken as an individual. Thus, theoretically at 
any rate, the managers of a subsidiary in a complex group of 
companies can never do anything with the assets of an 
individual company in the interest of the group as a whole, 
but only in the narrow interest of the company of which 
they are officers. 

This can mean that it is extremely difficult to run a 
complex group of companies in France, and directors may 
find that they are unwittingly exposed to unexpected legal 
proceedings where they have done things which were not 
strictly within the interests of an individual company. In 
order to deal with this problem, there is at present a private 
members Bill before the French parliament which provides 
that, in certain conditions, a company more than 25 per 
cent of whose shares are held by another company will be 
bound to carry out the instructions of that parent company, 
if the latter has secured the position of creditors and 
minority shareholders. 

A different solution to the problem has been found in 
Germany under the law dealing with Konzerne. This is a 
group of companies or businesses which submit themselves 
to one management but which, from the legal point of view, 
keep their independent status and do not become liable 
for each other’s debts. From the economic and management 
point of view, the members of the Konzerne constitute a 
unity, but there is no unity from the legal point of view and 
such groups may be constituted either by share participa- 
tions or by contract. 

Finally, no consideration of the law relating to groups 
of companies would be complete, without mentioning the 
fiscal advantages of Dutch holding companies which, when 
they hold at least 5 per cent of the paid-up capital of 
another domestic or foreign company may benefit from the 
so-called ‘affiliation privilege.’ This means that the Dutch 
holding company, though in principle liable to Netherlands 
corporate income tax on income from dividends or sub- 
sidiary companies, need not pay any tax at all on such 
income whether the subsidiary be Dutch or foreign, 
provided that the foreign company is liable to a profits tax 
in its own country. 

Dutch holding companies benefit from the very favour- 
able tax treaties which Holland has negotiated. There is 
also a favourable tax régime for holding companies in 
Luxembourg, subject, however, to the disadvantage that 
Luxembourg has highly unfavourable tax treaties with 
regard to withholding tax on dividends paid from foreign 
subsidiaries. : 
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- Esta e Duty 


Estate Duties Investment Trust— 
known as EDITH —has been helping - 
shareholders in private companiesto ` - d 
provide for Estate Duty for nearly twenty. `, 
years. Perhaps we.can help your clients too. , 
For further information, please 
telephone or write to J. F. Turner, Piercy ` 
House; 7 Copthall Avenue, London EC2. `: 
o1-628 0381. Or contact your local EDITH 
office listed under Finance Houses in © 


Yellow Pages. EDITH ` 
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Duty; ayer ` 
Anew low-cost estate duty 
policy from Legal and General- 








Send thee coupon. ` | ` off-setting estate duty, which may involve 


Sec how cheaply Legal and General. E giving an estate away or leaving the country.. 
can solve your clients’ problems.. __ . - Dutypayer is a new low-cost Whole Life 
Dutypayer is'specially designed ro ease ` Policy from Legal and General. It is backed ` 
the crippling burden of estate duty which > ` up bya fully comprehensive service to solve 
falls on your client? dependants. By taking ` your clients’ particular problems. 
out Dutypayer, your clients may beable = Send us the coupon and we'll send you 
to avoid the sale of valuable assets by  . ` the facts.about Dutypayer. You li see 
executors to placate the taxman. ` ` how cheap the premiums can be and 


Dutypayer RN the usual gu 8 dg how great the benefits. 
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To: Lega and General Assurance Society Ltd.;Temple Vouri 
=- 11 Queen Victoria Street, ondon Sch E 


Please send me full detzils of your. Dutypayer Policy, - Dutypayer from from .. 
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"The Computer Approach to 
Accounting Data - — MI 


Visible Record and. Other systems 


M 
NON Mines af? 


by HAROLD LUCAS, B.Com., B.Sc.(Econ. ), A.C.LS., ALS., A.MI-B iM? 


N the world of computers, the past yzar has been notable 

for the attention received by two approaches to record 
updating and retrieval that may alter the accepted notions 
of accounting machinery. The two systems, in many ways 
rivals, are the visible record computer (VRC) and the 
terminal with hard copy or visual dsplay unit or both. 
Neither of these systems is new; it is the growth in them 
that is significant. 


Visible record computers 


There are many versions of equipment that claim to be 
visible record computers. Basically the essentials seem to 
be that features of programming, calculating and storage, 
normally associated with computers, should be linked 
with more or less conventional records, the processing of 
which is done through a keyboard in a way very reminiscent 
of ledger posting machines. The name vwistble record 
computers highlights the essential feature, that the state of, 
say, a ledger account should be visible to anyone wishing 
to inspect it at any time. This has obvious advantages over 
the conventional type of computer recording of a master 
file on magnetic tape. 

At the cheaper end of the scale (about £3,000) there 
must be a strong appeal to the smalle- business, where even 
a small conventional computer would be hard to justify. 
This does not mean that the adaptability and speed of a 
conventional computer has somehow been provided at 
only 5 per cent of its cost. With cheaper machines the 
affinities with accounting equipmert will be pronounced 
and the job potential will be’restricted. A popular feature is 
that static information, such as might be required for 
invoicing, is entered by inserting zn edge-punched card, 
pulled by the operator, on which will also be printed the 
information contained in the punch holes. Such cards are 
really a combination of information cards (which may 
be indexed) with the equivalent of a length of punched paper 
tape along one edge. In some-machines a paper tape reader 
can be used for reading edge-puncked cards. 


Magnetic Stripes 


‘To many accountants visible record computing is associated 
with the use of ledger cards of conventional designs on 
which information is recorded line by line, as the, card is 
updated. The card can thus be reed by a person.as easily 
as can one processed on a conventional ledger’ posting 
machine. The difference is that the card has a stripe- (or 
stripes) of magnetic material deposited vertically near the 


Previous articles in this series appeared in The EE of 
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iat rt 3 
Bea wea 


1 
aoma 


right-hand edge of the card; this may occur on both, sides.: : 


The general appearance is of a normal ledger card with a 
length of recording tape stuck on from top-to-bottom: :. 

The purpose of this tape. is magnetically to encode 
static data, such as account number and name and address, 
and also the latest updated balance. Before the system- can 


be started, such data must be coded on to the card by: 


typing up the cards in the appropriate apparatus. Subse- 
quently, when the card is being updated, the equipment 
will read .the magnetically encoded information. The 
pick-up of balances is thus done automatically.. 


Processing units 


The heart of a system to process such visible records is a 
small computer, often called an electronic processing unit. 
Similar criteria apply to the suitability of such equipment 
for various purposes as would be used with a conventional 
computer. Memories tend to be very small by computer 
standards but there is a wide variation as between different 
manufacturers and within the same manufacturer’s range. 

Programming of the unit is generally in machine code, 
presumably because of limited storage, and this has caused 
criticisms to be voiced regarding the dependence of users 
on the manufacturer’s program packages, whether standard 
or tailored to the usér’s needs. Some manufacturers make it 
quite clear that there ate no facilities for the user to run 
his own programs. In other cases such facilities are available, 
with appropriate training. Some machines-offer assembler 


languages while the Burroughs range offers COBOL and. 
the Nixdorf provides KEYBOL.. An interesting develop-. 
ment is that of compiling a program (written in a language: 
intelligible to the user) on a conventional computer which, 


converts it into the machine code of the visible record 


computer. A language, VISCOUNT, has been developed- 


by CIC for this purpose. 
The cost of the software for these systems forms a high 


percentage of the cost of the installation; perhaps “50° per’ 


cent, 
Programs do not generally reside permanently in store 
and they have to be input for each posting run. Various 


methods are used. Kienzle has. a magnetic tape cassette 


which slots into’ the processing unit and is read into store 
on the depression of a key. Adler also uses interchangeable 
cassettes. The Banda Logabax uses printed circuit program 
plaques, each with a capacity of 49,000 bits. Sumlock has a 
wired program. Farrington use paper tape with their 
Melcom-computers. Philips have magnetic program cards; 
a program can be built up from decks of about two dozen 
cards, each-holding four instructions. Nixdorf provides for 


punched s card customer. programming, while NCR provide 
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programs on loops of sanched Mylar tape, used in con- 
junction with a print format controller. Burroughs have an 
internal disc memory into which programs are read from 
punched paper tape in self-threading cartridges. ‘The 
Olivetti; Auditronic 770 has endless loop magnetic: tape 
cassettes. 


Updating entries 


A general characteristic of VRC systems is that the striped 
ledger card is fed into a magnetic card processor, either 
with a vertical front carc feed or horizontally from the 
desk top of the operator. “here may be provision for cards 
of varying size to be dealt with in any order. The cards are 
usually pulled by the operator in the same way as with 
conventional ledger posting equipment. Positioning at the 
next writing line is normally automatic. As has already been 
mentioned, previous balance values will be read auto- 
matically from the magneti stripe. 

The operator keys in tke required information usually 
from a typewriter form of kzyboard with a ten-key keyboard 
for numeric data. There wil also be some control keys. For 
this reason visible record zomputing is sometimes called 
direct entry computing. The input is under control of the 
program in the electronic processing unit (see Fig. 8). 
The Melcom unit shows the input in visual display form so 
that it can first be checked >y the operator. 

Printing on the visible record cards and associated docu- 
ments, such as statements and forms on continuous 
stationery is done on the console printer. In some cases 
multi-form printers, for secs of working documents, are 


1 Figures 1 to 7 appeared in previous articles in this series. 


available. This is program controlled. The speed of this 
operation, as of card insertion, is an important consideration. 
It is usually quoted in characters per second (say from 12 
up to 60). Fixed carriage machines are popular with devices 
such as golf-ball printing heads and rotating type wheel 
block printers. 

The decisive statistic is the number of records that can 
be updated each day or each hour of working. This is very 
dependent on the user’s requirements and the number of 
updating lines for each record, which may be averaged, but 
is probably best studied as a frequency distribution for the 
different jobs to be handled (see Fig. 9). This knowledge is 
essential for scheduling and for estimating the number of 
visible record computer units that may be required. 

In comparison with conventional computing the pro- 
cessing rate generally appears to be low, measured in hun- 
dreds per day, but it must be remembered that this includes 
the encoding of updating material, which is done at the 
console keyboard by the operator. 


Peripherals 


A feature of visible record computers is the way in which 
many may be linked to peripheral devices such as card and 
paper tape readers and punches (see Fig. 10). These may 
function as input devices for programs or data and may 
provide output in a summary form or that can be subse- 
quently fed into a conventional computer system for 
further processing, perhaps providing data for analysis. 
This latter is an example of the by-product data capture 
referred to in the previous article in this series. The input 
from a card reader to the visible record computer may be. 
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Fig. 8. Outline of magnetic stripe visible record process. 
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Fig. 9. Analysis of frequency of occurrence of updating lines 
per card. 


from punched index cards for article details and addresses 
in applications such as invoicing. The Philips Data 8000 
system, in addition to the normal keyboard and magnetic 
card input, permits input from punched cards, punched 
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paper tape and machine readable documents when coupled 
with an optical document reader, which may be used in- 
dependently as a document sorter. 


Miulti-systems 


The capacity of visible record computers is such that one 
unit may satisfy the needs of the smaller business. Much 
larger businesses, where a conventional computer would be 
justified, may prefer to feel thetr way and gain experience 
by using a visible record computer as a pilot scheme to take 
over the processing of clearly defined blocks of work. If 
this is done the company will gain experience in work re- 
organization and staff training that will make possibie full- 
scale changes at a later date more likely to be successful. 
The flexibility of scheduling and accessibility of informa- 
tion associated with visible record computers may make 
it a reasonable proposition to have several visible record 
computers at work in the same company, even though a 
conventional computer system may be available. 

The application of the terminal approach to visible 
record systems is illustrated in the ‘Multi-Susie’ system of 
Business Computers Ltd. This uses a magnetic drum 
memory with a choice of capacity. A program store for 
separate program suites is also incorporated in the central 
unit with which satellite desk units can be linked, each with 
an input/output typewriter, control keyboard, and paper 
tape and edge-punched card input and output units. 


Digital display units can be used to interrogate stored 


information; these may be located in the offices of appro- 
priate managers. All terminals may be engaged on the same 
application at the same time or different routines may 
proceed simultaneously. 


Some other approaches 


IBM System 3, it has been claimed, ‘gives the smaller 
business a chance to share in today’s advanced computing 


- techniques at an economic level, and without the mystique 
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Fig. 10. Punched card, paper tape and edge punched card input and output in addition to striped card updating. 
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associated with larger ‘computers’. The original card/disc 


system ‘uses small g6-column punched cards, divided:into ` 


three horizontal tiers, exch of 32 columns, punched in 
binary code. A data recorcer is used for punching, verifying 
and card printing. 

Direct access to programs and data is offered by the 
“magnetic disc storage system, of which the capacity may be 
varied; to suit the user’s needs. A recent development 
‘offers ‘an on/off-line data -ecorder and an ingenious printer 
‘that can*handle ledger caris-and prints at high speed using 
“a bisditeétional printer Cirst line left to right, next line 
‘right t3 lett; etc). ST 

The’ use” of conventi¢nal 80-column card equipment 
‘aS input and ‘output for a computer has, of course, been 
regarded as a standard epproach from the early days of 
computing. The layout of program coding sheets for 
‘languages such as COBO- and FORTRAN 4 is based on a 
‘card format. 

The ICL 555 plugged - program computer originated in 
the pre-1960 ‘era as a sot ‘of hybrid of a punched card 
‘system with an advanced formi of electronic calculator. It 
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comprises three units, a reader/punch for input and output, 
a calculating unit to store and process the input, and a 
console. Output is punched into the input cards or into 
other designated cards. Programming is by inserting 
Pew into interchangeable control panels. 

Finally may be noted the Unidata approach of Systems 
GER (International) Ltd. This uses a central 
processor with a variety of core memories. Data and pro- 
gram storage is provided by one or more disc drives with 
interchangeable cartridges. Up to 32 keyboard-printer 
terminals may be linked to the processor. These may be used 
two at a time, one acting as a control console and the other 
producing, say, an invoice print-out,-most of the informa- 
tion for which will be pulled automatically from store. 

This concludes ‘our short review of business data pro- 
cessing. With such diversity of systems the accountant, 
whether acting in a capacity within the management team, 
and anxious to process data accurately and speedily, or 
perhaps filling an auditing role, must find increasing diffi- 
culty in keeping abreast of developments. 

(Concluded.) 


The Dangers of Group Relief 


by ` R. M. WALTERS, M.A., A:C.A. 


Readers may consider that tre provisions in the Income and Corporation Taxes Act 1 970 
(sections 258 to 264) regarcing group relief are some of the easier and eater sections 


of that Act. Jn a way, this:is 7 perfectly correct view. 


However, these sections taken with the other reliefs for losses (sections 7 77-179, 254 
and'255) and the relief for caarges on income (section 248) set innumerable traps for the 


EFORE discussing an actual problem, a brief résumé 
is given of various loss rel ef sections so that the example 
becomes easier to follow.: 


Section 177 (1) 

This allows a trading loss xo be carried forward against 
future trading profits in the same trade. It is exactly the 
same as the old section 342 o7 the Income Tax Act 1952. 


Section 177 (2) 


This is in two parts, called for the sake of convenience 
throughout this article part I and part II. Under part I, 


-the company may claim to seta trading loss of an accounting 


period against the total profits of the same period. Total 
profits excludes distributiors from UK companies, but 
includes income from all otner sources, including capital 
gains (chargeable gains) before deduction of charges on 
income. 

Part II is an additional claim that the trading loss may be 
carried backwards against the total profits of a period equal 
in length to the accounting period in which the loss is 
incurred. Longer periods are apportioned on a straight-line 


The author is Principal Lecturer ir Taxation at Bristol Polytechnic, 


_unwary, and large sums courd be lost if the wrong claims are made. 


basis — including even chargeable gains regardless of when 
the gain actually arose. 

This subsection, when allowance is made for the preced- 
ing year basis of income tax, is very similar to section 341 
of the Income Tax Act 1952. The next five subsections 
introduce some minor limitations which would not affect 
the majority of companies. 


Section 177 (8) 


This states that where charges on income exceed total 
profits and include payments made wholly and exclusively 
for the purposes of the trade — e.g., royalties as distinct 
from charitable covenants — then the excess in so far as it 
consists of ‘wholly and exclusively’ payments may be carried 
forward as if it were a trading loss under section 177 (1). 
The fact that it goes forward as a trading loss gives it 
priority over charges of the later period. In this connection 
one may.recognize the old section 345 in respect of a 
section 170 assessment. 

For claims under section 177 (2), the company has only 
two years after the end of the accounting period in which 
the loss is made, but for claims under section 177 (1) includ- 
ing section 177 (8), the claimant has six years from the end 
of the loss period. In order to keep a claim alive it must be 


THE 
July 15th, 1971 


‘made within six years, even though there are no profits 
to set the loss against. 


Section 178 


This deals with terminal (oases and states that: a Se loss 
incurred in the last twelve months of trading may be carried 
back against the’ trading profits only of the preceding 36 
months in so far as it has not been or could not be relieved 
in any other way. Excess charges on income ‘may be used 
in the loss claim if ‘wholly and exclusively’ etc. The claim- 
ant has six years to make the claim. 


Section 179 


This merely states that Case VI losses may only be set 
against Case VI profits in the same or succeeding account- 
ing periods. z T T 


Sections 254 and 255 
These deal with the set-off of- trading losses against a 
‘surplus of franked investment income, apportioned where 
necessary to accounting periods. As these provisions are not 
crucial to the argument in this article, I do not proper to 
go into details. 


Section 248 


This is the authority to set charges on income paid by the 
company in an accounting period against the total profits 
for that period as reduced by any. gee relief, ‘from tax, 
other than group relief. 

It is clear from this that charges on income ake the very 
last place except where group relief is concerned. And 


section 178 (Terminal Losses) states that relief under ` 


section 178 is not to interfere with relief under section 248 
in respect of charges ‘wholly and exclusively’ etc., in the 
earlier years. 

The order of priorities is, therefore, in the last analysis: 


_ (1) Loss brought forward against trading profit of the current 
period (section 177 (1)). 

(2) Loss of the current period set against total profits of the 

_ current period, or loss of later period brought back against 
total profits of the current period (section 177 (2)). 

(3) Charges on income against the remainder of the total 
profits (section 248). 

(4) Terminal loss brought back against trading. ‘profits, as 
reduced by relief for earlier losses-and charges op ‘income 
in so far as they cannot be. given against other income 
(section 178). 


What is a group? | Se Pe tes 


Group relief is given between companies within the same 
group. Companies are treated as within the same group if 
one is the 75 per cent subsidiary of the other or 
both are 75 per cent subsidiaries of a third company: In 
arriving at 75 per cent ownership, one can trace it through 
direct and indirect shareholdings. Thus if A Ltd owns 
go per cent of the shares in B Ltd and B Ltd owns 80 per 
cent of the shares in C Ltd, then A and B would form a 
group, and so would B and C. But A and C would not be 
members of the same group, since A only owns go per cent 
x 80 per cent=72 per cent of the capital of C. 

In the case of members of a group as defined losses can 
pass either way, or from any member of the group to any 
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other member. Group relief is also possible in a consortium 
structure, where either : 


(1) five or fewer companies own the whole of the share 
capital of a trading company which is not the 75 per cent 
subsidiary of any of them; or | 

(2) five or fewer companies own the whole of the share capital 
of a holding company which has a go per cent stake in a 
trading company and the holding one is not a 75 per 
cent subsidiary of any of them. 


In the consortium cases the losses may only pass from the 


trading company to the members of the consortium and 
not vice versa, nor can any member take a larger proportion 


of the trading loss than his percentage holding in -the 
trading company, or the holding company as the case may 


-be. 


‘The company with the loss is called the surrendering 
company, and the other is the claimant company. Losses 
may only be set off for coincident periods of time. Thus if a 
parent company, A Ltd, makes a profit for the nine months 
to December 31st, 1970, of £6,000, and its subsidiary, 
B Ltd, makes a loss for the year ending June 30th, 1970, of 
£12,000, the maximum set-off is for the period April 1st to 
June 30th, 1970 (the only common period) and is the. lower 
of 3/9ths x £6,000=£2,000 and 3/1aths x {12,000 = £3,000. 

Where Geo or more companies become or cease to be 
members of the same group, then — for the purpose of group 
relief only —.a new accounting period is deemed to begin 
for each of them. Total profits (before:annual charges) are 
apportioned on a time basis. 


Other reliefs 
Before tackling a specific E it remains to see how 


group relief fits in with other reliefs. This is set out in 


‘sections 259 and 260. 

Section 259 states that a trading. ne ‘of the surrendering 
company may be set off against the total profits of the 
claimant company, but we have already seen in section 248 


that this is after allowing for the charges on income of the 
.claimant. company. In addition,to a trading loss, excess | 
‘capital-allowances (given by discharge or repayment of tax), 
excess expenses of management and excess. charges on 


income may be surrendered as well, but in calculating the 
excesses the surrendering company’s total profits for the ` 
period must not be reduced by losses from any other 
period. Thus if the surrendering rompan had the following 
position: : 











£ 

Trading income, Schedule D, Case I 5,000 
Less loss brought forward i (section 177 (1)) a 4,000 
a | | 1,000 
Schedule D, Case ITI 1,000 
Total profits. 2,000 
Charges on income 4,000 
Unrelieved charges i £2;000 








— the unrelieved £2,000 could not be the subject of a group 


relief claim, since there would have been no-excess charges 


if the section 177 (1) claim had not been made. 


However, provided that the surrendering company does 
have a trading loss or excess charges, it can surrender as 
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much or as little as it or the group decides. In addition, 
it does not have to set off its trading loss against its own 
profits first. The surrendering company must give its 
consent and the claim must be made within two years of the 
end of its accounting period in which the loss occurs. 


Order of application 


The position of the claimant company is regulated by 
section 260, which states that group relief is a deduction 
against total profits before reduction by any relief brought 
backwards from a subsequent period De, section 177 (2), 
part II, section 178 and a few other odd items), but after 
any other relief from tax. It is assumed that the company 
makes all relevant claims under section 177 (2), part I and 
under section 74 (3) (which deals with the set-off of capital 
allowances given by discharge or repayment of tax). 


Let us now consider the following example: 


PVC Ltd had three wholly owned subsidiaries RDC Ltd, 
BBC Ltd, and RAC Ltd. The results of PVC Ltd have been 
as follows: 

` December December 


Year ending 3Ist, 1969 3Ist, 1970 
Trading profit/(loss) .. P 800 (8,000) 
Unfranked investment ir:come 3,000 4,000 
Franked investment inccme 1,000 1,500 
Schedule A (rents) Gë Sé 600 800 


It pays debenture interest of £4,000 annually. RDC Ltd and 
BBC Ltd both make up accounts to December 31st with the 
following results: 


RDC BBC 
1969 1970 1969 1970 
Trading profit/(loss) ` Loop) 6,000 2,000 3,000 
Unfranked investment 
income ..  .. 500 600 — — 


RDC Ltd pays patent royalties of {2,000 per annum. 
RAC Ltd made up accounts to June 3oth each year. It 
became a subsidiary of PVC Ltd on April met, 1970. After 
making up accounts to June 30th, 1970, it then changed its 
accounting date to December 31st. Its results were as follows: 


Year to Six months to 
Fune December 
30th, 1970 3Ist, 1970 
Trading profit/(loss) .. 3,000 (400) 
Unfranked investment income 1,400 1,600 


The company pays annual charges of {1000 per annum on 
June 30th and December 31st each year. 


If one adds up all the income excluding franked invest- 
ment income, which is not chargeable to corporation tax, 
the sum is {£24,000 (after excluding three-quarters of the 
profits of RAC Ltd, i.e., £3,300. These are not attributable 
to the group, since the company did not join the group 
until April 1970). The trading losses and annual charges 
excluding those of RAC Ltd paid before April rst, 1970, 
amount to £25,400. The aim must be, therefore, to pay no 
corporation tax and to leav2 only £1,400 unrelieved (other 
things being equal). 

Our first inclination might be to keep losses within the 
company in which they were made, in which event we 
might proceed as follows: 






























































July 15th, 1971 
PVC LTD December December | 
| 3Ist, 1969 3Tst, 1970 
Schedule D, Case f} .. a 800 a 
Unfranked investment income .. 3,000 4,000 
Schedule A .. te ps 600 800 
4,400 4,800 
Loss in 1970 — 
(section 177 (2), part IH) 3,200 
(section 177 (2), part I) 4,800 
l -1,200 sx 
Charges on income SS s. 1,200 
Unrelieved charges £2,800 £4,000 
RDC LTD L £ £ 
Schedule D, Case I .. ek — 6,000 
Unfranked investment income . . 500 600 
500 6,600 
Section 177 (2) — 
Part I loss for year .. 7 590 
Section 177 (1) - 
Balance of loss in 1969 3,500 
Excess charges 1969 .. 2,000 
5:500 
ton 
Charges on income 1,100 
Unrelieved charges... eg _ £900 





Note: The £5,500 is strictly a deduction from trading income 
only. 


Year ended Six months to 
Fune 30th, December 31st, 


1970 1970 
£ 


RAC LTD 

















£ 
Schedule D, Case I . 3,000 “ne 
Unfranked investment in- 
come 1,400 1,600 
£4,400 
Attributable to group — 4 1,100 
Loss under section 177 (2), part IT 400 
1,200 
Charges paid in period attribut- 
able to group .. P = 500 500 
£600 £700 














Relief limited 


We might now think about group relief. There can be none 
from PVC Ltd in 1969; the charges are not ‘excess’ because 
of the loss relief brought back. There is nothing else 
outstanding for 1969. 
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In 1970, we can use the excess charges of PVC Ltdonly, RDC LTD December December 
since these alone are ‘excess’ as defined. These can be set off 31st, 1969 31st, 1970 
as follows: £3,000 against BBC Ltd’s trading profit, the 
: lower of (4x £4,000) and {600=f600 against RAC Ltd for E 7 ae p -- ++ brought forward CN 
the year ending June 30th, 1970, and the lower of (x Ee ER SC E (255) 
£4,000) and {700=-{700 against RAC Ltd for the six 17h P zz NS 
months to December 31st, 1970. But this is £300 more than fs 3,100 
| the {£4,000 available, so that £300 of RAC Ltd’s profits — 
must stay in charge to tax. Then we end up with the ` Charges on income 8 Sé 2,000 
following unhappy result: 
1,100 
Unrelieved charges: A Group relief from PVC Ltd iis £1,100 
VC Ltd — = 7 Së en Ke 
S oe SS Note: It is important to make the group relief claim against 
RDC Ltd - 1970 .. sg gé d goo 
BBC Ltd before carrying forward the balance of the loss 
RE tax SEN on: ; against the next year, so that dan 1970 charges are not dis- 
td — 1909 .. i es Sa i 2,000 qualified. 
RAC Ltd = 1970 ee 300 BBC LTD December December 
e ae GE sa 1970 
| Less GC expected to be unrelieved as noted Schedule D, Case I 2,000 3,000 
earlier e oe . oe oe 1,400 Group relief — 
Adverse cash flow (at current corporation tax rates) £4,600 SE Sr e 8 2 SS 3,000 
A much better attempt would be as follows: RAC LTD June December 
ELD 30th, 1970 3Ist, 1970 
e December December 
Attributable to group as before 600 700 
HE BENG TOTO Less group relief from PVC Ltd 
ee : £, £ (limited to the lower of 4X 
chedule D, Case I .. e 800 — £8,000 and £600) .. 0.. 600 
Unfranked investment income . 3,000 4,000 (4x £8,000 and £700) .. 700 
Schedule A SS D , ° 600 800 ` es 
| Sg pre The position now is: £ £ 
> oe Trading loss of PVC Ltd Se ad : 8,000 
es ; 97° ee (2), , part = e 4,800 Excess charges 1970... ae 4,000 
Liable to corporation tax .. £400 — Relieved as follows: SEN 
PVC Ltd 1970 .. si e? .. 4,800 
A claim under section 177 (2), part I may be made, since it BBC Ltd 1970 .. d z e: 3,000 
does not prevent the charges on income from becoming RDC Ltd 1970 .. d +» LIOO 
‘excess’ for the purpose of group relief. It should not be made RAC Ltd 1970 £(600-++700) d -+ 1,300 
in 1969 under part II because it would, in that year, make the 10,200 
| charges ineligible for group relief. 
Still unrelieved .. 1,800 


There is no reason why a claim should not 
now be made under section 177 (2), part IT, 

















| RDC LTD December December ` Io carry this back against the total | profits 
! 31st, 1969 3Tst, 1970 of PVC Ltd in 1969 SEW 1,800 
£ £ £ 
Schedule D, Casel `.. 0.. — 6,000 Weg 
Section 177 (1) claim — l 
Loss (1969) .- 4,000 The effect of this latter claim will be to displace £1,400 
Less unfranked investment of the charges on income in 1969, so that we shall end up 
| Gro E amn Se with only £1,400 unrelieved which can be carried forward 
| Ke under section 177 (8) as a trading loss to set against future 
‘500 trading profits, and the group pays no corporation tax for 
Add unrelieved charges (1969) . . 2,000 the two years. This is what we hoped to achieve. 


3,500 I trust that I have demonstrated that loss claims within a 
group should not be made recklessly. Careless claims cost 
Balance of trading profit .. .. carried forward 2,500 _ money. 
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Far-reaching Measures in Shipton 


Reorganization 


INANCIAL problems invariably run deeper than first 

investigation suggests. As chairman of Shipton Automation 
Ltd, Mr D. L. Nicholson is not, therefore, the first incoming 
chairman to a company to have to admit that ‘the problems of 
the group have emerged and been identified as immeasurably 
greater and more deep-rooted than was previously envisaged or 
indicated to shareholders’. Mr Nicholson joined the Shipton 


board in April 1969 and became chairman the following June. 


In May last year he was reporting to shareholders that in 1968 
the rationalization of head office production units and branches 
had begun and had been successfully completed in 1969. But 
it had been further decided to withdraw from unprofitable 
parts of the business and this, Mr Nicholson warned share- 
holders, would involve terminal losses. 

A rights issue had raised new funds and the drive for greater 

efficiency was continuing. “The group’, Mr Nicholson said, 
‘should achieve a major increase in profits | in 1970 and current 
order ‘intake and completions are broadly in line with ex- 
pectations’. At the beginning of 1970 the order book was 
£2,497,000, made up of £1,448,000 secured rent and {1,049,000 
of sales. The future rental income secured by contracts in force 
at the beginning of 1970 excéeded {£20 million. 

The group’s task, it was stated, was to control its expansion 
rate and increase efficiency so as to operate within its own 
cash-flow. 


~ 


Forecasts not met 


But those forecasts and hopes proved as accurate as a long-range 
weather forecast and Mr Nicolson now has to say that he believes 
the strong line of action taken ‘involving radical and far-reaching 
measures, will put the company firmly on its feet’. The £552,000 
loss, it will be seen, has been arrived at after provisions of 
£776,000 against stocks, with a further £381,000 provided 
against stocks concerned with discontinued and other lines. 
There is a familiar ring to the chairman’s statement that ‘a 
major problem has been the inheritance of ‘a situation where 
there has been too much emphasis on turnover and too little on 
profitability and liquidity’. This left the group with over- 
stretched management and a number of unremunerative 
long-term contracts. The order book contained substantial fixed- 
price contracts taken at prices current up to three years ago. 
To improve cash-flow the proportion of outright sales to 
rental contract has been increased with considerable success, 
although such a marketing change needs time to become fully 
effective. But the future organization and profitability of the 
group will turn considerably on the introduction of accounting 


changes. 


Written down 


The method of valuation and depreciation of contracts was 
formerly based on the continuation of low interest rates and 
constant maintenance costs but contracts will now be capital- 


ized on a basis related to their future secured rent. This means a 
reduction from the existing multiple of 6-5 times annual rent to 
4'3 times or lower: Applied to 1970 business, this would have 
reduced the multiple from 5-2 times to 3-8 times annual rent. 

Depreciation will now be provided on a straight-line basis 
spread over contract life, whereas under the previous system 
based on the discounted value of future income, depreciation 
grew heavier during the life of the contract with a substantial 
part of the annual rental committed to depreciation inthe later 
years of the contract. ‘The change in method requires the book 
value of contracts to be written down by £3,051,000. Rental 
income, of course, remains unaltered. 

Expenditure relating to future sales effort formerly carried 
forward is now being written off as incurred. The 1970 charge 
was £193,000. ‘In the reconstruction of the balance sheet 
arising from these changes it is also considered appropriate to 
write off the premium on consolidation of £2,245,000 which 
arose from the excess cost of assets in subsidiaries over their 
book value, when acquired’. 


Revised balance sheet 


The completely revised group balance sheet is considered to 
‘present a realistic statement of the position and provide a firm 
basis for the future’. 

Operating changes include a drastic cut in staff levels and 
overhead expenditure. Space released at head office is being 
sublet at a profit. Emphasis on outright sales as against rental 
will bring a small positive trading cash-flow this year and new 
long-term contracts now have inbuilt protection against main- 
tenance cost increases. 

Manufacturing operations are being ‘concentrated in one 
factory and arrangements with major suppliers have been put on 
a firmer long-term basis. Field organization has been de- 
centralized into eight regions, each controlled. Py a general 
manager with profit responsibility. 

A number of new products have been developed in the tele- 
communications sphere and at least one of these could help 
profits in 1972. Rationalizing the product range has resulted in a 
decision to sell the T'el-Nova subsidiary acquired as part of the 
Phonoco Group in 1968. 

Further finance has been raised through the Industrial and 
Commercial Finance Corporation offering to underwrite a 
rights issue of approximately {1 million. 


é 


Board changes 


There have been several changes on the company’s board. The 
chairman’s predecessor, Mr Derek Palmar, stayed on as a non- 
executive board member until he resigned at the end of last 
year. Mr R. C. Ingram, rF.c.a., formerly financial director, 
resigned in July 1970. Mr B. L. Allen, F.c.a., the financial 
director who joined the company in May 1970 was appointed to 
the board the following month. Mr R. L. Martin, who originally 
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joined the group in 1958, was appointed operations director in 
September 1970 and Mr P. P. Ralph became a non-executive 
director on January Ist, 1971. 

The permitted membership of the board is being increased 
from g to 12 so as to allow further directors to be appointed, 
including a representative of ICFC. 

Mr Nicolson sums up by stating: ‘Having effected the changes 
of the past twelve months, the group has been placed firmly 
on the road to profitability and increasing strength. The 
injection of further capital will enable the process to be effected 
more surely and in a shorter time than previously envisaged, 
and although it is unlikely that there will be any substantial 
profit in 1971, the basis for a successful 1972 has been laid’. 


Selling Flats 


ELLING flats on long leases is currently providing useful 

cash-flow for Property Holding & Investment Trust. 
In the year to last March net proceeds from sales amounted to 
Zar million. Altogether, £5-8 million has been realized since 
the sales programme began and a further £4-5 million at least is 
expected from this source over the next few years. 

This will help finance a development programme which is 
likely to accelerate and which has called for an accounting 
change. Hitherto an amount has been transferred from pro- 
perty development reserve representing the interest incurred on 


capital employed in developments and other items of loss of 


revenue arising from the. policy of selling flats. From now on 
such charges will be made good from the general reserve of the 
group which in the latest accounts to March 31st last stood at 
£17 million. 
~ A resolution to alter the articles permitting the charges to be 
made was put to this year’s annual meeting. It was emphasized, 
however, that there is no intention to.alter the status of the 
company as an investment company, and realized capital gains 
will not be available for distribution by way of dividends. 
Acknowledging the effect of inflation on property values, the 


company is to cease making provision against amortization of | 


leasehold properties. ` 


industrial Mood 


ONSISTENT perusal of company accounts and chair- 

men’s statements provides an indication of the mood in 
industry ~ and a fairly accurate indication at that. Circumstances, 
naturally enough, determine the mood, but the mood itself 
determines whether circumstances are merely accepted or 
opposed. There is currently a mood of opposition in industry 
to the acceptance of conditions which traditionally are viewed as 
beyond a board’s power to control. There is now a much more 
ruthless attitude abroad in industry than there used-to be. 

Whilst in the comparatively recent past a not particularly 
profitable part of an organization might have been nursed, it is 
now far more likely to be cut out. The final paragraphs in Sir 
Peter Roberts’ statement to shareholders in the Newton 
Chambers household products, domestic heating, engineering 
and construction equipment group are representative of words 
indicative of the present industrial mood. 

Sir Peter says that control of costs and effective use of capital 
are two necessities if the company is to attain its objective of 
diversification and progress. He adds: ‘First, control of costs. 
It is just not possible to pay higher wages out of diminishing 
profits as the closure of the foundries has shown. There will 
have to be restraint on all sides and this is one reason why your 
directors have reduced the dividend this year.’ 
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‘Secondly, control of cash. The group will only invest money 
on projects which will show a satisfactory return and un- 
profitable activities will have to be eliminated. After the sub- 
stantial expenditure on acquisitions and new plant over the past 
three years, capital expenditure schemes will only be considered 
if they can be shown to be geared to high effictency performance.’ 

‘Stocks and work in progress have increased by {1,800,000 
since 1968, and subject to maintaining adequate safety limits 
all possible action-will be taken to reduce the amount of money 
tied up in inventory.’ 


Finally, the chairman says: “Yo fulfil these disciplines will 


not be easy but they are imperative if the group is to prosper 


and in the long run are bound to lead to greater rewards to work- 
people, staf and shareholders alike’. 


New Basis for Depreciation 


HANGED accounting treatment for the group’s shop- 
fronts, fixtures and fittings has been adopted by H. Samuel 
Ltd, the jewellers. In past vears depreciation was not provided 
on these items but renewa:s were charged to revenue and an 
annual transfer made from profit and loss account to “Reserve 
for expenditure on fixtures, fittings and shopfronts’. In the 
1970~71 accounts a new basis has been adopted with depreciation 
provided at fixed rates on cost, to write off the assets over their 
anticipated life. Major renewals are no longer charged to revenue. 
During the current year detailed consideration ‘will be given ` 
to the introduction of group tax equalization accounts to even 
out the incidence of taxation relief on depreciation of fixed 
assets. | 
There has been no independent professional valuation of the 
group’s freehold or leasehold properties since 1959. Current 
book value is just over {5 million. At the time of a £1 million 


` debenture issue in 1965, 12 properties used for security were 


valued and on the basis of that valuation it was considered the 
properties then had a current market value of some £3 million 
over book value. The board’s opinion is that a valuation carried 
out now would show a surplus of at least £4 million. 


Operational Change 


CHANGED operational pattern ie been introduced in the 

United Carriers Company which has lately sold its general 
haulage section, a storage warehouse and some surplus proper- 
ties in order to concentrate on the express carriers side of the 
business, The present policy is to operate only through one - 
company, and from the beginning of the current financial year 
last February, United Carriers has itself been operating as the 
trading company with operations reorganized on a divisional 
basis. 

The directors, in addition to their roles as regional-chairmen, 
have individually assumed responsibility for various aspects 
of policy for the whole company. A ‘general manager’ has been 
appointed from within the company to be responsible for 
implementing policy. Eventually the majority of subsidiary 
companies will be liquidated. 

In the past year United Carriers’ profits after a period of 

consolidation increased by as much as 42 per cent to £742,858. 
The cash position has been materially improved. Dividend has 
been raised from 274 to 324 per cent — a rate which is expected 
to be held for the current year on capital increased by a ‘1 for 4’ 
scrip issue. 
. Clearly, the directors are setting considerable store on the 
success of the internal reorganization of the group. During the 
current year ainew depot at Norwich will come into operation 
and there will be a full year’s benefit from depots opened 
towards the end of last year. 
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He keeps That’s why Bob Mitchell, seen well as ourselves, to operate effectively. Keeping his 


his e e on here on the Dalmahoy golf eye on our computer is another of Bob’s talents, peur, ` 
course, has such an enviable ing smooth handling of our ever-increasing flow of new 


: , 4 handicap. As if that wasn’t business. If you’ve ever kept a computer on its toes 
t e d enough, he’s also achieved esche, know just how alert Bob has to be. It’s the sort 
considerable success as a ben OF alertness we like to offer brokers, _ 





_ choral singer, broadcasting with the BBC Scottish 
Symphony Orchestra, And just to be sure he’s in 
rim Bob is not averse to a game or two of 
nton, This is typical of the talented people % 
cottist Provident who blend their skills into 





Scottish Provident Zë 


helps you took ahead with assurance INSTITUTION S 


6 St. Andrew Square. Edinburgh EH? YA SS 
Telephone : 031-556 1407 SC 
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For people with capital, 
our Trustee Scheme for 
school fees offers numer- 
ous advantages, 


Capital is released from 
estate duty liability in- 
stantly. Termly payments 
are free of income tax, 
surtax and capital gains 

Example tax. Under this Scheme 


H 
A capital sum of only (open to parents, gran 
£1674 will produce fees Parents and others) fees 


of £600 a year for 5 can be taken care of well e i 
"tet Sellen > as Orridge stocktaking 
has come a 
long way since 
wi DI B 
Benjamin Orridge 
SCHOOL FEES INSURANCE AGENCY LTD e 18 
10 Queen St, Maidenhead, Berks. (0628) 22323 or 31010 (24 hours) started in 46. 


Incorporated Life Assurance Brokers 











This was just the beginning of what is probably the 
most comprehensive and experienced valuation service 
on the cards. Orridges are capable of valuing almost 
any trade or industrial stock accurately. Orridge 
valuers — highly efficient experts, E KS Ce 

, in fact — work in teams using modern methods. 

SEAGER: Ste EMER S Orridge people are familiar with stock recording 
systems and can update records and create inventory 
files for stock to be computerised. For all this the 


Practical Book-keeping 
Inland Revenue contribute about two-fifths of the fees 


and Commer cial Knowled ge through tax abatement. Orridges for something of value! 


Thirteenth Edition : 
A sophisticated approach to stock valuation. 
by W. W. BIGG, F.C.A. S 


Sr 
EA ` 


and R. E. G. PERRINS, F.C.A. 


In preparing this edition the opportunity has 
been taken to review the whole of the text and 
to expand the chapters on General Knowledge 
and the Interpretation of Accounts. The 
changes in dealing with taxation in the accounts 
of companies, brought about by the Finance 
Act 1965, and the relevant provisions of the 
Companies Act 1967, have also been incor- 
porated in the appropriate sections. 





Price £1-50 Post free £1-75 





“IS ORRIDGES 


DEL (Publishers) Ltd gent 177. neng 


Dacre House, Dacre Street, London,S.W.1. 
Lë eee a Telephone: 01-799 6433 (6 lines) 


Branches at Liverpool. Birmingham. Bournemouth. 
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City Notes 


HE stock-market could hardly appear less enthusiastic 

about the vital subject of the Common Market. But the fact 
is that in terms of stock-market effect or share investment 
potential — or even hope — the matter of the Common Market is 
the deadest of dead ducks. 

When the first negotiations were on there was little market 
reaction because the import of the whole matter was not 
appreciated. The second time round there was much speculation 
and some attempt to make Common Market entry into a selective 
equity bull point. But third time round there was much less 
interest and fourth — and probably successful — time round there 
is a ‘nil return’. 

The reason is that from purely a share investment point of 
view there is barely a company now that is likely to move 
mountains because of Common Market entry. The mountains 
have already been moved and the major British companies are 
already in Europe and have been there for years while the 
politicians did their squabbling. 

There will probably be some minor additional ‘mountain 
moving’ later when Common Market entry has become fact, 
but for the time being investors — large, middling, and small — 
refuse to get excited. They are probably right at that. 


* * Ka * 


HE gilt-edged market this week has been confronted with, 

and has successfully negotiated, Zoo million of new ‘tap’ 
stocks — £400 million in the long-dated end of the market and 
£500 million in the short end. These two operations brought to 
£3,200 million the total of new stock sold on to the market by 
the Treasury and the Bank of England this year. 

Anticipation of the change in the manner of Bank of England 
market operations has not, at least from outward appearances, 
had any noticeable effect on the way the gilt-edged market 
moves. Current views on the immediate course of interest rates 
are hardly unanimous but there has not been any untoward 


soaring and plunging of prices that some of the forecasts of a 
considerably more volatile gilt-edged market suggested. Cer- 
tainly the issue of a total of £g00 million of new tap stocks has 
failed to upset the market’s equilibrium. 


* * * * 


KL of mergers and new groupings in the brewery 


industry were bound eventually to lead to a point at which b 


the giants in the industry were likely to argue as to who took 


over what. Truman Hanbury Buxton regarded as a ‘Whitbread 2 


umbrella’ company gets a bid from outside the industry and 
almost immediately a counter bid comes from inside — but from 
Watney Mann and not Whitbread. 

No one can contradict the Watney Mann contention that they 
had been thinking of bidding for Truman for a long time and it 
took the Grand Metropolitan Hotels’ bid for thoughts to be 
translated into action. Whitbreads rarely seem to move at 
breakneck speed and in the early stages of take-over battles 
speed is not necessarily vital. For outsiders, the point of this 
particular battle is whether or not it means the first break 
through the brewery ranks or whether the brewery ranks will 
hold traditionally firm. 

* 


HE new issue market is indulging in one of its little out- 

bursts of activity. Dealings began this week in the shares of 
two successfully made issues — Lawdon, the house building 
company, and NSS News Agents - and two further new issues 
have been well and truly floated. The bigger is Allied Polymers, 
which is the public spinning off of Slater Walker’s rubber and 
plastics interests represented by the former Greengate & Irwell 
and P. B. Cow companies. The other issue, Kettering Motor 
Services, is a company specializing in the direct marketing and 
wholesaling of car spares. These issues, coupled with a con- 
tinuing interest in take-overs, have helped to keep stock- 
market interest alive in otherwise sluggish conditions. 


* * * 


RATES AND PRICES 


Closing prices, Tuesday, July 13th, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44% ; 
24% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 9, 1967 ; 64% Feb. 27, 1969 8% 
Nov. 18, 1967 .. + E Mar. 5, 1970 74, 
Mar. 21, 1968 74% April 15, 1970 1% 
Sept. 19, 1968 7% April 1, 1971 6% 
Finance House Base Rate -July 1st, 1971. 7% 
Treasury Bills 
May 7 .. £5°6840% June 11 .. £5°6064% 
May 14 we £36517% June 18 .- £5°6070% 
May 21 -> £5°6276% June 25 oe £5°59017% 
May 28 e £5°6318% July 2 <. £5°5925% 
June 4 . £5°6090% = July 9 - £5°5700% 
Money Rates 
Day to day .. 4%-6% Bank Bills 
7 days s. 4—6% 2 months 62-64% 
Fine Trade Bills 3 months 62-63% 
3 months 774% 4 months 63-64% 
4 months .. 97-74% 6 months 62-64% 
6 months .. 14-74% 


Foreign Exchanges 
New York 2°4182 Frankfurt 8-4665 
Montreal 2°4735 Milan 1406°20 
Amsterdam 8:6225 Oslo 17°1810 
Brussels 120°05 Paris 13°3350 
Copenhagen 18-1340 Zürich 9°9235 
Gilt-edged 

Consols 4% 43% Funding 64% 85-87 86 
Consols 24% 27% Savings 3% 65-75 89% 
Conversion 34% .. - .. 39% Treasury 9% 1994 992 
Conversion 54% 1974. ». 974 Treasury 64% 1976 98éxd 
Conversion 6% 1972... roof ‘Treasury 34% 77-80 78 
Funding 34% 99-04 .. “46% Treasury 34% 79-81 75%xd 
Funding 4% 60-90 J+. 984 Treasury 5% 86-89 70% 
Funding 5% 78-80 .. 87% Treasury 54% 08-12 654 
Funding 54% 82-84 834 Treasury 24% 284 
Funding 5% 87-91 75 Victory 4% 983 
Funding 6% 1993 74% War Loan 34% 39% 
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Internal Auditors’ 
Summer School 


SUCCESSFUL internal auditing 

system depends upon a clear indica- 
tion of its objectives, complete indepen- 
dence of operation, and the selection of 
the right personnel. These, according to 
Mr Norman Smith, M.B.E., T.D., F.C.A., 
chief internal auditor of Unilever, who 
opened The Institute of Internal Audi- 
tors’ 1971 Summer School at Leicester 


University last week, are its three 
essential facets. 
Such was the enthusiasm of those 


attending the school that the first session 
commenced slightly earlier than sche- 
duled. For one and three-quarter hours 
Mr Frank Rigg, F.c.a., West European 
Regional Vice-President of the Institute, 
manfully held forth on ‘Internal audit in 
an industrial environment’, despite a 
heavy cold and a voice which became 
progressively gruff. To ease the strain on 
his larynx, and knowing his audience to 
be composed of internal auditors from 
well-known companies and organizations, 
he encouraged them to recount their own 
experiences in this field. 


Problems of industry 


Mr Rigg emphasized that he was dealing 
with industry, and not commerce gener- 
ally; from his observations, staff in 
service organizations were much more 


Touche Ross & Co. 


P 


Members being briefed on the computer audit case study by Mr M. Gadsden, A.C.A., of 


used to ‘audit’ or some sort of figure- 
checking process. On the other hand, 
many kinds of people in industry were 
quite unused to being ‘checked up on’ 
regarding financial expenditure; they 
usually had enough technical problems to 
keep them worried. This, said Mr Rigg, 
called for self-salesmanship on the part 
of an internal auditor. 

The scope of auditing in an industrial 
environment was unlimited, but manage- 
ment and staff had to be made aware of 
its purpose and benefits. For example, a 
booklet could be issued to all personnel, 
followed by discussions between heads 
of departments. If internal audit was to 
gain general acceptance, it was important 
to ensure that production managers, no 
less than the chief accountant, were 
consulted. 

There was bound to be resistance from 
managers who considered that their 
departments were adequately organized 
without the advent of internal auditors. 
In these circumstances Mr Rigg recom- 
mended the use of tact and diplomacy; if 
some branch managers proved amenable 
to the internal auditors’ advice, with 
favourable results, the unconvinced might 
be persuaded to think again. It was 
axiomatic that a job well done in one 
place often proved to be a selling point 
in another. 











Mr Norman Smith, M.B.E., T.D., F.C.A., chief 
internal auditor, Unilever, opening the school 
which was organized by the Institute's 
Education Committee of which Mr C. Duly 
M.B.E., F.C.C.A., right, is the chairman. 


As an example, Mr Rigg referred to the 
discovery by internal auditors of plant 
hire charges which continued year in and 
year out — despite the fact that the plant 
in question could have been purchased 
outright for the same amount as a year’s 
rental, and that it had only a five-year life 
anyhow. Furthermore, Mr Rigg went on, 
tact and diplomacy can often induce a 
manager to talk about his department at 
length, and in so doing formulate a 
query in his own mind. 

An instance of this may arise when a 
manager is boastful about being able to 
supply any goods, parts or products at 
any time, whereas a little judicious 
questioning about the actual stocks 
continuously held would show a con- 
siderable degree of overstocking, with all 
its consequent financial repercussions — 
from suspect valuation to reduced cash 
flow. In Mr Rigg’s opinion, as internal 
auditors were tools of management, they 
should ensure that management runs the 
company, not that the company runs the 
management. 


Open forum i 


An open forum met before lunch on 
the second day of the programme; it was 
felt by the education committee that this 
time would be preferable to the final day, 
when participants might be preoccupied 
by their own home-going. Judging by the 
searching questions addressed to the 
forum, this feeling was justified. 

The panel consisted, in addition to Mr 
Rigg, of Mr B. W. Schwarz, B.SC.(ECON.), 
A.C.W.A., head of the UK audit depart- 
ment of Unilever; Mr M. Gadsden, 
A.C.A., and Mr R. Peters, B.SC.(ECON.), 
A.C.A., of Touche Ross & Co, chartered 
accountants; and Mr F. Stanyard, D.F.C., 





July 15th, 1971 


A.I.M.T.A., assistant treasurer, Greater 


London Council. 

Mr Gadsden and Mr Peters were very 
much employed after the forum in 
presenting a computer audit case study 
and arranging for the processing of data 
that the participants had produced in 
their syndicates. 


Computer as audit tool 


‘Strata’, the name of the package, was 
designed primarily for computer audit 
by Touche Ross & Co, and developed by 
them for their own use. Since then it has 
been used in a variety of situations by 
internal and external auditors, data 
processing personnel, top management, 
and the firm’s own management service 
associates. A description of the package 
was given with various aids such as pro- 
jector slides and flip charts at a lecture 
session, and the exercise subsequently 
worked out in syndicates with all members 
taking part in the completion of appro- 
priate forms for programming of the 
application. 

The case study background was that 
the participants, acting as chief account- 
ants, had become involved in an internal 
audit application on a hypothetical 
company’s inventory file which contained 
details of finished part inventories at 
standard cost in several locations. Internal 
audit staff had completed several of the 
necessary specification forms, so that the 
content of the work record was known, 
but for the purposes of the case study 
the participants were to assume that all 
useful data available from the company 
file had already been picked up for the 


work record. 


Slow-moving stocks 


What information was required? The 
director of finance of the hypothetical 
company wanted a report showing all 
extended balances over {1,000 in the 
sequence part number within location; 
but, as he was concerned with the ever- 
increasing investment in inventory, and 
did not accept that the reason for this was 
price inflation, print-outs had to show 
slow-moving stocks. 

Because of the pressure on computer 
time — purchased on a central processor 
in a nearby town — the application had to 
be run between midnight and 12.30 a.m. 
on the last day of the school, the com- 
pleted specification forms being collected 
from syndicates on the previous evening. 
On the last afternoon, the tutors from 
Touche Ross & Co reviewed all print- 
outs, particularly bearing in mind some 
of the originality displayed, and com- 
mented favourably on the useful infor- 
mation which had in most cases been 
produced. 





The open forum, with Mr F. Rigg, F.C.A., in the chair, centre, Mr B. W. Schwarz, B.Sc.(Econ.), 
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A.C.W.A., /eft, Mr M. Gadsden, A CA Mr R. Peters, B.Sc.(Econ.), A.C.A., and Mr F. Stanyard, 


D.F.C., A.I.M.T.A. 


Security risks 


Despite the mental energy that had al- 
ready been used by those attending the 
school, a lecture on the morning of the 
final day on ‘Security problems’ by Mr 
E. C. Oliver, security adviser, Unilever, 
proved most interesting — and at times 
extremely entertaining. Mr Oliver, who 
had spent most of his working life as a 
Metropolitan Police officer, obviously 
knew his subject intimately. 

The security officer’s link with internal 
auditing arose from the definition of 





Mr T. W. Scriven, A.C.1.S., West European 
Regional Director, right, closing the school, 
with Mr F. Stanyard, D.F.C., A.I.M.T.A., 
chairman of the session. 


‘security’, namely, ‘the securing of any- 
thing against pecuniary loss’. Mr Oliver 
was firmly convinced that security officers 
should work very closely with works 
accountants; to quote just one instance, 
the control of goods receivable and pay- 
able could be controlled far more effec- 
tively when security officers, inter alia, 
systematically checked incoming materials 
with duplicate orders, and outgoing 
materials with copy dispatch notes. 
Transport in both these cases had to be 
watched carefully, even to the extent 
of checking outgoing vehicles before they 
were sheeted up. It was very important 
that obsolete documents should be 
destroyed, to avoid any possibility of 
their being used fraudulently. 

Reference to felonies, misdemeanours, 
and fraudulent conversion naturally 
brought Mr Oliver within the ambit of 
legislation in recent years such as the 
Theft Act 1968 (The Accountant, Septem- 
ber 7th, 1968), the Criminal Justice Act 
1967 and the Administration of Justice 
Act 1970, all of which have affected the 
nomenclature of offences, powers of 
arrest, and problems of debt collection. 


Another record 


Mr T. W. Scriven, A.c.1.s., West 
European Regional Director, proudly 
gave what was in his opinion, and 
apparently in that of those attending, the 
school’s ‘fastest closing on record’. After 
having worked so hard this was a perfect 
ending to a very satisfying and successful 
conclave of those interested in the 
promotion, perfection and recognition of 
internal auditing. 
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The Institute of Chartered Accountants 
in England and Wales 


Special and Ordinary Meetings of the Council 


At special and ordinary meetings of the 
Council held on Wednesday, July 7th, 
1971, there were present: 

Mr A. H. Walton, President, in the chair; 
Mr D. S. Morpeth, Deputy President; Mr 
E. K. Wright, Vice-President; Messrs J. F. 
Allan, J. A. Allen, G. R. Appleyard, B. D. 
Barton, J. C. Bayley, Sir Henry Benson, 
G.B.E., Messrs D. A. Boothman, N. Charlton, 
L. H. Clark, D. A. Clarke, R. W. Cox, C. 
Croxton-Smith, S. Dixon, P. H. Dobson, 
S. M. Duncan, J. V. Eastwood, Professor 
H. C. Edey, Messrs S. Edgcumbe, W. W. 
Fea, R. W. Foad, c.B.£., E. J. Frary, J. P. 
Grenside, R. F. Griffiths, W. Hare, M. R. 
Harris, J. S. Heaton, J. A. Jackson, A. W. 
John, c.B.£., S. Kitchen, Sir Ronald Leach, 
c.B.E., Messrs M. G. Lickiss, J. Lunch, B. A. 
Maynard, W. R. McBrien, W. G. Medlam, 
S. A. Middleton, W. Bertram Nelson, C.B.E., 
E. J. Newman, D. G. Richards, D. W. 
Robertson, J. D. Russell, E. C. Sayers, G. 
Tattersall-Walker, R. H. Taylor, A. G. 
Thomas, R. P. Tovey, D. C. Urry, D. N. 
Walton, J. Whitehead, J. C. Montgomery 
Williams, R. G. Wilson. 


Resignation and retirements 
from the Council 


The Council received with much regret 
the resignation of Mr W. W. Fea, B.a., 
F.C.A., Smethwick, from his membership 
of the Council. Mr Fea had been a 
member of the Council since 1953 and 
was Chairman of the Consultative Com- 
mittee for members in Commerce and 
Industry from June 1961 to July 1964. 

The Council learnt with much regret 
of the retirement of Mr S. Dixon, M.A., 
F.c.A., Warley, and of Mr F. E. Price, 
C.B.E., F.C.A., Newport, Mon, from their 
membership of the Council. Mr Dixon 
had been a member of the Council since 
1958 and was President for the year 
1968-69. Mr Price had been a member of 
the Council since 1957. 


Entry requirements 


The Council approved the following 
statement for publication: 


Entry requirements 

The Council is introducing, with im- 
mediate effect, a change of rule relating 
to craft and technical subjects. Although 
the general rule that passes in craft and 
technical subjects are not acceptable 


remains, one of the following subjects 
will be acceptable: 


‘A’ level: Accounting; 


‘O’ level: Accounting; 
Principles of Accounts; 
Book-keeping; 
Commerce. 


Chairmen and Vice-Chairmen of 
Committees 
The appointment of the following chair- 


men and vice-chairmen of committees 
for the ensuing year was reported: 


Articled Clerks 


Chairman, Mr A. G. Thomas; Vice- 

Chairman, Mr J. Whitehead. 
Disciplinary 

Chairman, Mr P. H. Dobson; Vice- 


Chairman, Mr K. J. Sharp. 


General Purposes and Finance 
Chairman, Mr C. Croxton-Smith; Vice- 
Chairman, Mr J. F. Allan. 


Parliamentary and Law 
Chairman, Mr S. Kitchen; Vice-Chairman, 
Mr J. P. Grenside. 
Technical 


Chairman, Mr S. M. Duncan; 
Chairman, Mr S. P. Wilkins. 


Vice- 


Registration of articles 


The Secretary reported the registration 
of 300 articles of clerkship during May 
1971 the total number for the year ended 
May 31st, 1971, being 4,534. Compara- 
tive figures for 1970 were 208 and 


4,328. 


Admissions to Membership 


The following were admitted to member- 
ship of the Institute: 


Ackerman, Melvyn Howard, London NW4. 
Angell, Nicholas Martin, Birmingham. 


Beedell, Christopher David Couchman, Radlett. 
Bloom, Peter John, B.A., Huddersfield. 

Brace, Roger William George, Swansea. 

Brock, William George, B.sc., Redbridge. 
Burton, James, Northwich. 

Butcher, David James, Wallington. 


Chan, See Chuen, M.A., Kuala Lumpur. 
Chilcott, Andrew Jonathan, London SW13. 
Crook, Jeremy Peter, London E7. 


Eker, Christopher John Alphonse, B.A., Purley. 
Emmerson, Robert lan, B.sc., Gosforth. 


Green, Richard Desmond, Southampton. 
Hall, Brian Arthur, Ashford. 


Hambly, Michael John Charles, B.A., London 
SW 3 (resident abroad). 

Hill, John Stuart, Coventry. 

Hitchcock, Andrew Philip, Canterbury. 

Hooper, Derek William, Totton. 

Jones, David Gareth, Reading. 

Kennedy, Alastair Crawford, 
Trent. 

Lambert, Francis John, London SW7 1AH. 

Lintern, Neville Derek, Bristol. 

McCann, Ian, Barry. 

McGrath, Kevin Patrick Peter, Burton-on-Trent. 

Oliver, David Michael, Redditch. 

Ovens, Ian David, Epsom. 

Parekh, Ranjit Rajnikant Dahyabhai, 
W 


B.A., Stoke-on- 


London 


92QJ. 
Pearson, Nigel Hetley Allan, B.A., Burton Joyce. 
Rampersad, Ishri Harribaran, Trinidad. 
Rance, Stephen Tovey, Manchester. 
Rensen, Terence William, Bangor. 
Root, Christopher Charles, Herne Bay. 


Shah, Mansoor Ahmed, London SW 18. 

Sharp, Andrew Gordon, Halifax. 

Stafford, Peter John Raymond, Windhoek. 
Stevens, George Edward, London NW11. 
Suggett, Gavin Robert, B.A., Weybridge. 

Taylor, Alistair Henderson, Hounslow. 

Teron Robert Mortimer John, B.A., Londom 
I0, 

Vaidya, Deepak Calian, Bombay. 

Walker, John Stuart, B.sc., Blackpool. 

Walton, Christopher Jerome, London SW6 7JY. 
Whalley, David Seymour, Ongar. 

Whittle, David Michael, B.sc., Bolton. 

Williams, John Frederick, London SW8. 

Wright, Stephen Ayrton, Huddersfield. 


Fellowship 


The Council granted applications from 
nine associates to become fellows under 
clause 6 of the supplemental Royal 
Charter. 


Incorporated Accountant 
Member becoming Chartered 
Accountant 


The Council granted an application 
from the following incorporated ac- 
countant member to become a chartered 
accountant under by-law 129: 


Thomas, Panampunna John, F.c.A.; Executive 
Director, Kerala State Industrial Development 
Corporation Ltd, PO Box 105, Vellayambalam, 
Trivandrum 1, India. 


Members Commencing to 
Practise 


The Council received notice that the 
following members had commenced to 
practise: 


Alayande, Jimmy Ajibola, A.C.A., a1969; Jimmy 
Alayande & Co, 27 Olumo Street, PMB 1049, 
Onike, Yaba, Lagos, Nigeria. 
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Andrewes, John David, M.A., A.C.A., @1964; 
Cooper Brothers & Co, Abacus House, Gutter 
Lane, Cheapside, London EC2V 8AH. 

Andrews, Richard Charles Arthur, A.C.A., 41970; 
The Grenadier Hotel, Hangleton Road, Hove, 
Sussex BN3 7LT. Le 

Aristodemou, Menelaos, A.C.A., @1971; Shiatis, 
Aris & Co, 8 Laurence Pountney Hill, Cannon 
Street, London EC4R oBH. 


Baker, David Ingram, F.C.A., a1957; {Paterson & 
Thompson, Knapton House, 12 Lower Brook 
Street, Ipswich, Suffolk IP4 1AT. 

Ballinger, Robert Hugh, A.C.A., 21963; *Jones & 
Watsham, Crown Buildings, High Street, 
Aylesbury, Bucks. 

Bamford, Richard John Edward, A.C.A., a1966; 
+Miller, Prideaux & Co, 37-39 High Holborn, 
London WCrvV 6AN. 

Barlow, Clive John Vaughan, B.sc.(ECON.), A.C.A., 
a1970; *Barlow Young & Co, 16 New Street, 
St Peter Port, Guernsey, Cl. 

Barlow, Peter Douglas, A.C.A., 21969; 14 Hadrians 
Road, Gelligaer, Hengoed, Glam. 


Bayley, Hugh Sheppard, B.A., F.C.A., @1948; 


Hibbert, Sier, Woods & Co, Finsbury Court, 


Finsbury Pavement, London EC2A 1SR. 

Bell, Alan Douglas, M.A., A.C.A., @1968; Jeffreys 
Henry Rudolf & Marks, Wilec House, 82-84 
City Road, London ECrY 2DA. 

Blackburn, Michael, F.c.a., a1960; E. J. Riches & 
Son, 4 Cathedral Street, Norwich NOR 12P. 
Brett, Michael Jeffery, F.C.A., @1953; 15 Park 

Lea, East Herrington, Sunderland. 

Brierley, Harold, F.c.A., a1954; Spicer & Pegler, 
Garnett, Crewdson & Co, PO Box 498, 12 Booth 
Street, Manchester M60 2ED. 

Brown, Leslie, A.C.A., 21969; Bradburn & Co, 24 
Sir Thomas Street, Liverpool Lı 6BN. 

Buontempo, Alan Godfrey, A.C.A., a1970; White, 
Withers & Co, 30B St Leonards Road, Bexhill- 
on-Sea, Sussex. 

Burton, Roy Frank, A.C.A., a1965; 89 Lydalls 
Road, Didcot, Berkshire. 

Butterworth, Brian, A.C.A., 1964; Fred Sheard 
& Sons, 5-6 Kirkgate Buildings, Huddersfield, 
Yorkshire. 


Caplan, Simon Anthony, A.C.A., 41971; 4 Kennedy 
Court California Lane, Bushey Heath, Herts. 
Cawson, Jeffrey Peter, A.c.a., a1967; Heslop & 

Son, 4 Woodland Road, Darlington, Co Durham. 

Chandler, Brian Ronald, A.C.A., a1966; *Cooper 
Brothers & Co, PO Box 885, Lusaka, Zambia. 

Clark, David, A.C.A., a1964; Charles Hamer & 
Co, 8 Woodlands Road, Middlesbrough, 
Tees-side TS1 3BE. 

Clarke, Jack Cedric, B.A., B.SC.(ECON.), A.C.A., &1966; 
Harris, Kafton & Co, 23 Albemarle Street, 
London W1X 4LH. 

Clay, Kenneth John, F.c.A., @1952; Kenneth 
Clay & Co, 22 High Street, Aveley, South 
Ockendon, Essex RM15 4AD. 

Cleaver, David Charles, A.C.A., 21966; C. Pollard 
& Co, 2 The Downs, Altrincham, Cheshire. 

Cork, Roger William, A.C.A., a1969; W. H. Cork, 
Gully & Co, 19 Eastcheap, London EC3M 1DA. 

Cox, Michael George, A.C.A., 21969; tWilson, de 
Zouche & Mackenzie, 123 India Buildings, 
Water Street, Liverpool L2 oSA. 

Creedy, Peter William, F.c.a., aS1953; *Paddon, 
Painting & Co, Francis Close, Wardrew Road, 
Exeter, Devon. 

Cross, Dennis, B.A., A.C.A., a1965; *Peat, Marwick, 
Mitchell & Co, PO Box 123, Nassau, Bahamas 


Drayson, David Geoffrey, A.C.A., a1961; Southwell, 
Tyrrell & Co, 6 Holborn Viaduct, London 
EC1A 2AJ. 


Earl, Peter Harvey, A.C.A., a1969; 37 Jedburgh 
Street, London SWrrt. 


a indicates the year of admission to the Institute. 


aS indicates the year of admission to The Society 
of Incorporated Accountants. 


Firms not marked +, or * are composed wholly of 
chartered accountant members of the Institute. 


+ against the name of a firm indicates that the 
firm, though not wholly composed of members 
of the Institute, is composed wholly of char- 
tered accountants who are members of one or 
another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


* against the name of a firm indicates that. the 
firm is not wholly composed of members of one 
or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


Easterbrook, Deven Edward Cyril, F.c.A., @1960; 
Easterbrook & Co, 5 Culver Gardens, Victoria 
Road, Sidmouth, Devon EX10 8UA. 

Eastwood, Walter Hugh, F.c.A., a1959; Bowman, 
Grimshaw & Co, 26 Birley Street, Blackpool, 
Lancs FY1 1EE. 


Fitzhugh, William Alexander, A.C.A., a1966; Law 
Fitzhugh & Co, 49 Church Road, London SW13. 

Friedman, Mortimer James, B.COM., A.C.A., 41968; 
Victor Walton & Co, Yorkshire House, East 
Parade, Leeds LS1 sSJ. 

Furmston, Mrs Patricia, A.C.A., @1962; 28 Kenil- 
worth Road, Monkseaton, Whitley Bay, North- 
umberland. 


Gardiner, Arthur Edward George, LL.B., A.C.A., 
a1g70; Redrobe & Turner, Royal Liver Chambers, 
8 Silver Street, Bury, Lancs BLg oEX. 

Gittins, Christopher David, M.A., A.C.A., @1971; 
+Evans, Rankin & Co, Hillgate House, 26 
Old Bailey, London EC4M 7LT. 

Glentworth, Derek Stuart, F.c.a.,a1954; ‘Kirmans’, 
g New Street, Grimsby, Lincs. 


Hardy, Malcolm Keith, A.C.A., @1962; Robson, 
Sage & Co, 24-28 Moorgate, London EC2R 

Hare, Barry Michael, A.C.A., a1966; Harold 
Brown & Co, Prudential Buildings, Colmore 
Row, Birmingham B3 2PZ. 

Hedley, Raymond Percival, F.c.A., a@aS1944; 
Hacker Rubens, Phillips & Young, St Alphage 
House, Fore Street, London Wall, London 
EC2Y en, 

Helliwell, David, A.C.A., a@1965; *Whitaker, 
Redfearn, Pappin & Co, Bryndon House, 5-7 
Berry Road, Newquay, Cornwall. 

Henbrey, William Alexander, A.C.A., 41970; 
493 Great West Road, Lampton, Hounslow, 
Middlesex. 

Hetherington, Norman, A.C.A., a1g71; P. F. 
Pierce & Co, 13 Cannon Street, Accrington, 
Lancs BBs INR. 

Hiley, John Robert, A.C.A., a1970; John H. Nixon 

Co, Johnsons Buildings, 42 Spring Gardens, 
Manchester M2 "EN, 

Hill, Arnold Paul, F.c.a., a1949; A. P. Hill & 
Co, 43 Court Way, Twickenham, Middlesex. 
Hill, Dennis Turner, F.C.A., a1958; 44 Standard 
House, Half Moon Street, Huddersfield, 

Yorkshire. 

Holdway, Ronald Peter, A.C.A., a1967; David 
Owen & Co, 62 Fore Street, Trowbridge, 
Wiltshire. 

Hoskins, Malcolm Geoffrey Ronald, A.C.A., a1963; 
Touche Ross & Co, Pall Mall Court, 67-71 
King Street, Manchester M60 2AT. 

Howard, John, F.c.a., aS1951; tJohn Rowley & 
Co, 20 Friar Lane, Leicester LE: 5RA. 


Iredale, John Martin, A.C.A., a1962; W. H. Cork, 
Gully & Co, 19 Eastcheap, London EC3M 1DA. 


James, Robert Andrew, A.C.A., a1969; Page, 
Smith, Wills & Co, 22 East Hill, St Austell, 
Cornwall. 

James, William John, F.c.a., aS1956; *Whitaker, 
Redfearn, Pappin & Co, Bryndon House, 5-7 
Berry Road, Newquay, Cornwall. 

Javahery, Parviz Eftekhar, A.C.A., a1968; Daghigh 
& Co, PO Box 11-1125, Tehran, Iran. 

Jessa, Aminmohamed Abdulali Mitha, A.C.A., 
a1967; Jessa & Co, 60 Penshurst Gardens, 
Edgware, Middlesex. 

Jones, Gareth, A.C.A., a1969; J. Llywelyn Hughes 
& Co, Britannic Chambers, Blaenau, Ffestiniog, 
Merioneth. 

Jones, Reginald Edward, A.C.A., a1962; R. E. 
Jones, & Co, 37 Willett Way, Petts Wood, 
Orpington, Kent. 

Kyle, David, A.C.A., a1968; tKyles, 9 Victoria 
Place, Carlisle CAr 1EN. 

Latham, Brian Albert, A.C.A., a1971; Latham & 
Sra 2A Erdington Road, Aldridge, Staffs WSọ 


Lee, Cyril Alfred, B.COM., A.C.A., a1962; Pinkney, 
Keith Gibbs & Co, 35 Belmont Road, Uxbridge, 
Middlesex. 

Le Maistre, Geoffrey Francis, B.SC., A.C.A., 41969; 
Winchester Chambers, Val Plaisant, St Helier, 
Jersey, CI. 

Little, David Cameron, A.C.A., a1968; David 
C. Little & Co, 36 Leith Road, Darlington, Co 
Durham. 

Lovatt, Peter Stanley, A.C.A., a1969; John Potter 
& Harrison, 22 Birley Street, Blackpool FY 1 1EB. 


Makin, Norman Christopher, A.C.A., a1r968; 
Charles F. Beer & Co, 52 Basinghall Street, 
Leeds LSr ett, 





Mason, Michael Charles Harradine, A.C.A., 41970; 
Macnair, Mason, Evans & Co, oy Be House, 
62 New Broad Street, London EC2M 1LA. 

Meredith, Robert William, A.C.A., a1962; Laud, 
Meredith & Co, 94 High Street, Portmadoc, 
Caerns. 

Milliken-Smith, Peter Richard, F.C.A., @1959; 
Bimport House, Bimport, Shaftesbury, Dorset. 

Mond, David Emanuel Merton, A.C.A., @1971; 
4 Hillside Court, Prestwich Park Road South, 
Prestwich, Manchester M25 8PF. 

Morley, Roger Herbert, A.C.A., a1970; E. J. 
Hibbins & Co, 22 Gelli Crescent, Risca, Mon- 
mouthshire. 

Murgatroyd, Antonie, F.C.A., aS1956; *Trusler, 
Walden, Murgatroyd & Co, 784 Williams 
Road, Richmond, BC, Canada. 

Murray, John Howard, A.C.A., @1964; Jewitt, 
Sparrow & Swinbank, Barrington House, 2 
Bowesfield Lane, Stockton-on-Tees, Tees-side 
TS18 3ED. 


Naylor, Alan Keith, A.C.A., a1971; 98 Charnwood 
Lane, Woodthorpe View, Arnold, Nottingham. 

Newby, Peter Quintin Joseph, A.C.A., @1970; 
Newby & Co, Burmah House, 111 Windmill 
Road, Sunbury, Middlesex. 

Newland, Oliver William, A.C.A., a1961; Touche 
Ross & Co, ‘Tower House, Fairfax Street, 
Bristol BS1 3BN. 

Newman, Trevor Malcolm, A.C.A., a@1970; T. 
Ivor Williams & Co, 30 Fitzroy Square, London 
WıP 5HH. 

Noble, Richard Victor Leslie, A.C.A., @1971; 
*Noble, Gladwin & Partners, 131 Ware Road, 
Hertford, Herts. 


Oaten, Roger Charles, A.C.A., a1968; 11 Ridgmead, 
Ridgway Park Estate, Whitchurch, Bristol 4. 
Oldrey, Arthur David Gerald, A.C.A., a@1962; 
Barton, Mayhew & Co, Court Chambers, Friar 
Lane, Leicester LE: 5QT. 

Onochie, David Iloabuchi, A.C.A., a1965; Onochie, 
Amobi & Co, 26 Commercial Layout, Ogui 
Road, PO Box 474, Enugu, Nigeria. 


Paye, Ian Michael, A.C.A., a1968; Ian Paye & Co; 
19 Lakehall Road, Thornton Heath, Surrey. 
Pike, John Robert, A.C.A., a1964; Thwaites, 
Blackwell, Bailey & Co, 1 Arkleigh Mansions, 
Brent Street, Hendon, London NW4. 

Poulton, Clive James, A.C.A., a1966; *S. J. 
Dudbridge & Sons, Tabard Chambers, 53 
Northgate Street, Gloucester GL1 2AJ. 

Prest, Charles David, F.c.A., @1957; Hibbert, 
Sier, Woods & Co, Finsbury Court, Finsbury 
Pavement, London EC2A 1SR. 

Purton, David John, A.C.A., a1968; Tudor, John 
& Co, 38 Upper High Street, Epsom, Surrey. 


Rahman, Saeedur, A.C.A., a1968; 11 Hartfield 
Road, London SWro. ) 

Randal, Eric Maynard, A.C.A., a1969; H. N. 
Bostock & Co, 18 St George’s Square, Hudders- 
field HDi 1JL. 

Richmond, Anthony John, A.C.A., a1965; *Peat, 
Marwick, Mitchell & Co, 301 Glossop Road, 
Sheffield Sto 2HN. 

Roberts, Jeremy Christian, M.A., A.C.A., A1962; 
*Arthur Andersen & Co, St Alphage House, 2 
Fore Street, London EC2Y s5DD. 

Russell, Thomas Macdonald, A.C.A., a1969; 9 
Western Road, Canford Cliffs, Poole, Dorset 
BH13 7BE. 


Sams, Michael Charles, F.c.A., a1958; Graham 
Carr, Sams & Co, PO Box 6409, Kampala, 


ganda. 

Samuel, John Herbert Douglas, F.C.A., aS1932; 
83 High Street, Walton-on-Thames, Surrey. 
Samuel, Stephen, A.C.A., 41971; Samuel & Co, 1 

Sunningdale Close, Stanmore, Middlesex. 

Savva, Avraam, A.C.A., a1966; Sava & Co, 1 
Westways, 43 Hamilton Road, Ealing, London 
Ws 2EE. 

Seale, Alan Jeremy, A.C.A., a1962; tHarmood 
Banner & Co, 34 Farringdon Street, London 
EC4P 4DL. 

Seear, John Nawrocki, A.C.A., a1969; John N. 
SCH & Co, 25 Pier Road, St Helier, Jersey 

Segal, Barrie David, A.C.A., a1968; 105 Stradbroke 
Grove, Clayhall, Ilford, Essex. 

Sewell, Clive Thomas Sydney, A.C.A., 41967; 
Laventhol Krekstein Horwath & Horwath, 601 


Liu Chong Hing Bank Building, Queen’s 
Road, Central, Hong Kong. 
Shadlock, John Freshney, A.C.A., 41970; 


*Smethurst & Buckton, 


12 Abbey Road, 
Grimsby, Lincs. a 
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Sheppard, John Norman, A.C.A., a1970; Dillon, 
Edge & Co, King Street Buildings, 1 Ridgefield, 
Manchester M2 6EG. 

Sherick, Nathaniel Grant David, A.C.A., a1970; 
Sherick Stein & Co, 145 Holborn, London EC1. 

Silcocks, Trevor Beresford, F.c.a., a1956; *J. & 
A. W. Sully & Co, Abbey Gate House, College 
Green, Bristol BS1 5TQ. 

Simmonds, Bruce Norman, A.C.A., a19g68; 23 
Henbury Gardens, Henbury, Bristol BS1o 7AJ. 

Smith, David Riley, F.c.a., a1959; ‘Kyrenia’, East 
Hardwick, Pontefract, Yorkshire. 

Southgate, Peter John, B.A., A.C.A., a1970; Holyoak, 
Ridgway & Co, 24-25 Mardol, Shrewsbury, 
Shropshire. 

Strang, William Rankin, A.C.A., a1966; Peplow, 
Warren & Furler, Barclays Bank Chambers, 
Union Street, Newton Abbot, Devon TQr2 


2JZ. 
Strath, Bryan David, A.C.A., a1968; Solomon 
Hare & Co, 10 Union Street, Bristol Bar 2DQ. 


Taylor, Richard Cecil Charlton, A.C.A., a1969; 
+Wilson, de Zouche & Mackenzie, 123 India 
Buildings, Water Street, Liverpool L2 oSA. 

Tennant, John Stanley, A.C.A., a1965; Hardeman 
Smith & Power, 96 Hagley Road, Edgbaston, 
Birmingham B16 8NH. 

Terras, Christopher Richard, M.A., A.C.A., 41962; 
*Arthur Andersen & Co, Bank House, 9 
Charlotte Street, Manchester Mı 4EU. 

Tettey, Francis Kingsley, F.c.A., aS1957; Tettey, 
Ussher & Partners, PO Box 6014, Accra, Ghana. 

Tinger, Stuart Alan, A.C.A., a1970; Cook & Co, 
87 Lord Street, Liverpool L2 6PH. 

Tubb, Christopher, A.C.A., a1969; Howard 
Jones & Co, Queens College Chambers, 38A 
Paradise Street, Birmingham Br 2AG. 

Wakeford, Stephen Leonard, B.A., A.C.A., 41967; 
*Kinnaird, Rata & Co, 17 Doughty Street, 
London WCIN 2PL. 

Wanderer, Denis Harold, A.C.A., a1967; Jeffreys 
Henry Rudolf & Marks, Wilec House, 82-84 
City Road, London ECrY 2DA. 

Watson, John, A.C.A., a1969; Colin Mead & Co, 
Permanent House, 10A Hoghton Street, South- 
port, Lancs PR9g oT F. 

Wheatcroft, Christopher, A.C.A., a1964; Spicer & 
Pegler, Garnett, Crewdson & Co, PO Box 498, 
12 Booth Street, Manchester M60 2ED. 

Wigley, Michael James, A.C.A., a1971; Norman J. 
Wigley & Partners, Grove House, Sutton New 
Road, Erdington, Birmingham B23 6QY. 

Willetts, Thomas Roy, A.C.A., a@1970; Hardeman 
Smith & Power, 96 Hagley Road, Edgbaston, 
Birmingham B16 8NH. 

Williams, Donald Edmund Troth, F.c.A., aS1946; 
*Price Waterhouse & Co, Corso Europa 2, 
20122 Milan, Italy. 

Winter, Keith James, A.C.A., a1969; Holyoak, 
Ridgway & Co, 45 Mardol, Shrewsbury, 
Shropshire. 

Wong, David Anthony, A.C.A., a1969; *Brian 
Mair, Wong & Co, 2 West Arcadia Avenue, 
Kingston 5, Jamaica, Wr. 


Yale, Miss Mary Anora, A.C.A., a1961; + Thomson 
McLintock & Co, 33 King William Street, 
London EC4R gEE. 

Young, Maurice, F.c.A., @1960; 6 Whitehall 
Avenue, Pembroke, Pembs. 


Re-admissions to Membership 


Subject to payment of the amounts 
required by the Council, two former 
members of the Institute were re- 
admitted to membership under clause 
23 of the supplemental Royal Charter 
and two former members under by-law 
38. One application under clause 23 (of 
the supplemental Royal Charter) was 
refused. 

It was reported to the Council that 
the following re-admissions, made at the 
Council meetings on May 5th and June 
znd subject to payment of the amounts 
required, had become effective: 


Hamill, Anthony, F.c.A., c/o Mr L. Hamill, 265 
Yorkway Court, Islington, London N1. 


Roberts, Ernest Geoffrey Snowden, F.C.A., 136 
Hillcroft Crescent, Oxhey, Watford WD1 4NZ. 
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July 15th, 1971 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of 
the Institute at hearings held on 18th May 1971 


1. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That Peter George Cassidy a member 
of The Institute of Chartered Account- 
ants in England and Wales has been 
convicted of criminal offences which 
according to the criminal law in force as 
at 23rd September 1965 would then have 
constituted felonies or misdemeanours 
contrary to clause 21 (2) of the Supple- 
mental Royal Charter 

In that he on or about the roth 
February 1971 was convicted of seven 
charges of theft. 


Finding 
The committee found that the formal 


complaint against Peter George Cassidy, 
A.C.A., had been proved. 


Decision 


The committee ordered that Peter George 
Cassidy, A.c.A., of 36 Coniston Road, 
Bromley, Kent, be excluded from mem- 
bership of the Institute. 


2. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That Alan Frederick Hall a member of 
The Institute of Chartered Accountants 
in England and Wales has been convicted 
of criminal offences which according to 
the criminal law in force as at 23rd 
September 1965 would then have con- 
stituted felonies or misdemeanours con- 
trary to clause 21 (2) of the Supplemental 
Royal Charter 

In that he on the 22nd March 1971 was 
convicted of three charges of theft. 


Finding 

The committee found that the formal 
complaint against Alan Frederick Hall, 
F.c.A., had been proved. 


Decision 


The committee ordered that Alan 
Frederick Hall, F.c.a., of Westminster 
Bank Chambers, 66 High Street, Maiden- 
head, Berkshire, be excluded from mem- 
bership of the Institute. 


3. A formal complaint was preferred by 
the Investigation Committee of the 


Council of the Institute to the Disci- 
plinary Committee of the Council: 

That Anthony Simons a member of 
The Institute of Chartered Accountants 
in England and Wales has been convicted 
of criminal offences which according to 
the criminal law in force as at 23rd 
September 1965 would then have con- 
stituted felonies or misdemeanours con- 
trary to clause 21 (2) of the Supplemental 
Royal Charter 

In that he on the 22nd December 1970 
was convicted on two charges of theft and 
nine charges of dishonestly obtaining 
cheques by the use of forged documents. 


Finding 
The committee found that the formal 


complaint against Anthony Simons, 
A.C.A., had been proved. 


Decision 


The committee ordered that Anthony 
Simons, A.C.A., of 31A The Precinct, 
Egham, Surrey, be excluded from mem- 
bership of the Institute. 


4. A formal complaint was prererred by 
the Investigation Committee of the 
Council of the Institute te the Disci- 
plinary Committee of the Council: 

That Donald Francis Jewers a member 
of The Institute of Chartered Account- 
ants in England and Wales has been 
guilty of acts or defaults discreditable 
to a member of the Institute within the 
meaning of clause 21 (3) of the Supple- 
mental Royal Charter 

(a) In that he without good cause 
failed within a reasonable time to reply 
to a letter addressed to him in his pro- 
fessional capacity on the 1rth August 
1970 by the Companies (Liquidation) 
Branch of the Board of Trade 

(b) And in that he without good cause 
failed within a reasonable time to reply 
to a letter addressed to him on the 22nd 
December 1970 by the Institute. 


Finding 
The committee found that the formal 
complaint against Donald Francis Jewers, 
F.c.A., had been proved under both 
headings. 


Decision 


The committee ordered that Donald 
Francis Jewers, F.c.A., of 70 Mutley 
Plain. Plymouth PL4 6LF, be repri- 
manded. 
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FINDING AND DECISION OF THE APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Council of 
the Institute at a hearing held on 25th May 1971 


The Appeal Committee heard an Appeal 
against the Finding and Decision of the 
Disciplinary Committee of the Council 
of the Institute upon the following 
formal complaint preferred by the In- 
vestigation Committee of the Council to 
the Disciplinary Committee: 

That Maurice Edward Frank Cave a 
member of The Institute of Chartered 
Accountants in England and Wales has 


been convicted of criminal offences 
which according to the criminal law 
in force as at 23rd September 1965 
would then have constituted felonies 
or misdemeanours contrary to clause 
21 (2) of the Supplemental Royal 
Charter 

In that he on 9th November 1970 was 
convicted of three charges of theft and 
fifteen charges of false accounting. 
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Finding 

The Appeal Committee affirmed the 
Finding of the Disciplinary Committee 
that the formal complaint against Maurice 
Edward Frank Cave had been proved. 





Decision 


The Appeal Committee affirmed the 
Decision of the Disciplinary Committee 
that Maurice Edward Frank Cave of 
‘Thorneycroft’, The Green, Creaton, 
Northampton, be excluded from mem- 
bership of the Institute. 





Books 


Simon e Taxes 


Third edition, edited by Sir JOHN FOSTER, K.B.E., Q.C., M.P. and 
others 


Butterworth, London (nine volumes, including service to 


September 1971), £51-°75, plus £3-15 dispatch charge. 


VOLUMES B AND C 


Several further volumes have followed Volume A of Simon, 
reviewed in The Accountant for December 31st, 1970. Volume B 
covers trading and professional income; including, of course, 
capital allowances. Indeed, there are 327 pages on capital allow- 
ances compared with 594 pages on trading income. Finally, there 
are about 40 pages of Schedule D, Case II, professional income. 

One or two minor blemishes have to be mentioned: under the 
cross-heading on page 105, ‘Residents trading abroad’, the book 
says — quite properly — that, in considering whether a resident’s 
trade is carried on in the UK, a determining factor is the situa- 
tion of the control of the business; reference is then made to 
two cases, both of which in fact deal with trading in the UK 
by non-residents, nor does either case mention the question of 
‘control’ as such. 

Paragraph B1.1304 ,which expounds at length the law relating 
to ‘repair expenditure’, has since been overtaken by the Odeon 
Cinema case decided in November 1970. When this case is 
incorporated, opportunity could well be taken to revise the 
paragraph. On page 517 the book states that dredging a harbour 
was regarded as ‘repairs of premises’ and cites Dumbarton 
Harbour Board v. Cox (7 'T.C. 147), whereas in that case the 
Lord President expressly said (at page 152) that such dredging 
was not ‘repairs’. In the same sentence the book says ‘so also 
was the cost of raising ships sunk at the mouth of a harbour’ 
and cites as authority Whelan v. Dover Harbour Board ([1934] 


18 T.C. 555). There is, however, no mention of the word 
‘repairs’ in that report. 

On the subject of residents trading in the UK, where the 
place of making of contracts is an important factor one would 
have expected to see some reference to Entores Ltd v. Miles Far 
East Corporation ([1955] 2 Q.B. 327). 

The index to Volume B could well be more comprehensive. 
Under the general heading ‘Assessment’ the word ‘Trade’ 
appears, but one is there referred to the heading ‘Trade’, under 
which heading, however, there is no reference to ‘Assessment’. 
While provisions about basis periods are dealt with in Volume E, 
this fact is not apparently ascertainable from the index. The 
general heading ‘Tax Assessments’ has only two items, as 
follows: 


‘Calculation of, compensation for compulsory slaughter of 
animals, on, 


on consideration receivable by another, for land transactions, 
entitlement to recovery.’ 


This is a curious selection. 

Volume C deals with Cases III to VI of Schedule D, with 
short-term gains, and with capital gains tax. (Here, again, the 
fact that basis periods are dealt with in Volume E is not very 
apparent.) The treatment of Case III is extremely thorough 
and thoughtful, as indeed it was by the same contributor in the 
1964-65 edition. 

The section on Cases IV and V comes from a new contributor 
and contains an interesting and helpful review of the situation 
as regards trades carried on abroad but owned by UK residents. 
The treatment of questions of residence has been removed 
elsewhere. 

No less than 250 pages are devoted to the general computation 
of capital gains for capital gains or corporation tax purposes. 
There is further treatment in Volumes D and E in relation to 
corporation tax and to individuals and trustees. 


Sutton and Shannon on Contracts 


Seventh edition by A. L. DiamMonp, W. R. CORNISH, A. S. 
GRABINER and R. S. Nock. 


Butterworths, £3-60, paperback {£2-20. 


The last edition of this well-known textbook for which Messrs 
Sutton and Shannon were responsible appeared in 1949. The 
two following editions were edited by Mr K. W. (now Professor) 
Wedderburn. 

This latest edition owes its preparation to no fewer than 
two professors and two lecturers in law — all of the University 
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of London. They explain in the preface that their collaboration 
enabled the new edition to be brought out more quickly. 

Since the last edition, the Misrepresentation Act 1967 has 
been passed, and this has entailed considerable rewriting of the 
chapter on that subject. Exemption clauses give rise to con- 
siderable difficulties. While in the sixth edition less than five 
pages of matter appeared under this heading, in the present 
edition this has been increased fourfold, although partly by 
incorporating matter from other parts of the book. 

Hard covers have been replaced by flexible ones but the new 
edition is just as pleasing in appearance and handling as the 
old one — if not more so. This is an extremely useful and reliable 
students’ book which practitioners are not too proud to rely on. 


Estate Duty in England and Wales 


by A. DOUGLAS LAWTON, LL.B., B.SC.(ECON.), Barrister. 
Sweet & Maxwell, 8o0p. 


In 1962 a small book called An Outline of Estate Duty in Scot- 
land, was published for The Institute of Chartered Accountants 
of Scotland. It was written by Messrs G. Herbert Brown, 
J. K. W. Dunn and John M. Halliday, solicitors, two of whom 
were in the solicitor’s office of the Inland Revenue in Edinburgh. 

Mr Lawton has adapted the third edition of that book to 
English law and at the same time has dealt with the changes 
introduced by the Finance Acts of 1968 and 1969. The text is 
in numbered paragraphs covering 141 pages and is followed by 
appendices covering rates of duty, and a specimen estate with a 
model affidavit and accounts. Thus the subject is approached 
in an extremely practical way. 

The book is one of a series of ‘concise college texts’ by the 
same publishers. It is of particular utility to students coming 
to the subject for the first time. 


Computer Examination Questions 
Answered 


by Ron NEGUS. 
Pitman, £1°75, paperback £1. 


With the growth in the use of computers for all types of business 
activities and by non-business organizations, more and more 
bodies concerned with professional and technical education and 
training are recognizing the need to incorporate aspects of data 
processing in their examination syllabus. 

This presents some problems to the student since there is not 
the history of past questions to which he can refer as with other 
subjects. Moreover the subject area itself, being in the forefront 
of the new technology, is far from static. ‘This book is an attempt 
to provide the student with some idea of the type of question 
that may be asked in examinations and model answers. 

The examination questions are those which have been set in 
the past by bodies such as the British Computer Society, City 
and Guilds of London Institute, ONC and Diploma in Business 
Studies, Royal Society of Arts, and the professional accountancy 
bodies. The questions that have been selected cover computer 
introduction and feasibility, input, storage and files, applications 
and system design, programming, operational considerations, 
organization of the data processing department, general con- 
cepts, and definition of terms. Altogether there are some ninety 
questions with model answers, and a further sixty without 
answers for the student to practise on. 

There is no doubt that, for the growing body of students 
who are required to gain some degree of proficiency in data 
processing techniques in their training, this will be a welcome 
addition to their library. 
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Butterworth’s Company Precedents 
Supplement to Second Edition 

by JoHN NANCE. 

Butterworth, paperback £1-70. 


This supplement is divided into two sections. The first is a 
noter-up to Butterworth’s Company Precedents, volumes 1 and 2. 
It deals with all new cases and statutes (including of course the 
Companies Act 1967) where relevant. 

The second section of the supplement consists of 10 new 
precedents to add to those in volumes 1 and 2, and includes 
the conveyance of freehold between associated companies 
designed to obtain stamp duty relief, accompanied by the 
necessary statutory declaration for this purpose. There is a 
new managing director’s service agreement, easily adaptable. 
There is also a precedent for a deed of agreement for the sale 
of shares, the consideration being paid by instalments. 

Since the abolition of exempt private companies, there has 
been a new tendency to re-register companies as unlimited and 
the precedents include an application for such re-registration. 


Budgetary Control and Standard Costs 

by J. A. Scott. 

Pitman, {1°75. 

Scott’s Budgetary Control and Standard Costs has been around 
in its own quiet and unobtrusive way for many years, making its 
particular contribution to the professional education of succes- 
sive generations of accountancy students. This reviewer has 
fond memories of many hours spent poring over the pages of 
one of the early editions at a time when the phrase ‘management 
accounting’ had just been accepted into the accounting 
vocabulary. 

In this sixth edition, the author has made revisions to the text 
to extend its coverage of the mathematical techniques which 
have become closely associated with modern budgeting methods. 
He has also introduced a section on the longer-range problems 
involved with capital budgeting and project evaluation 
techniques. 

However, much of the original text has more than adequately 
stood the test of time and both students and qualified account- 
ants who are brushing up their knowledge can confidently turn 
to it for a lucid and jargon-free discussion of the theoretical 
and practical aspects of budgetary control and standard costing. 
Perhaps the best tribute to its durability is the fact that it con- 
tinues to retain its place in the examination reading list of more 
than one professional body. 


RECENT PUBLICATIONS 


EXCHANGE ARITHMETIC, by H. C. F. Holgate, sixth edition 
by W. W. Syrett. ix+142 pp. 8}x54. Pitman, £2; 
paperback {1-10. 

REALISTIC Tax ReForM, by C. T. Sandford. xiv-+133 pp. 
84 x 54. Chatto and Windus, £2°25; paperback £1. 

Economic Propuct DersIcn, by C. Hearn Buck and D M. 
Butler. 128 pp. 84 x 54. Collins, £1:75. 

Tue Apr OF INVESTMENT, third edition, by A. G. Ellinger. 
293 pp. 10 6. Bowes & Bowes, £5. 

OpEN-PLAN OFFIces, by Axel Boje, edited by B. H. Walley. 
xiv-+212. 9} X6. Business Books, £4:25. 

Cost AND MANAGEMENT ACCOUNTING, by T. Cairns, B.COM., 
c.A.(S.A.), F.S.A.A., and LR Taylor, B.L., M.COM., C.A. 
x+194 pp. 118. South Africa: Juta & Co, Rose 
London: Sweet & Maxwell, £6°6s. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Ltd, The City Library, 151 Strand, London 
WCa2R gJJ. 





Student 


Roundabout 





LIAISON COMMITTEE MEETING 


A MEETING of the ACASS/Institute 
Liaison Committee was held at Chartered 
Accountants’ Hall on Tuesday of last 
week with Mr E. K. Wright, M.A., F.C.A., 
Vice-President of the Institute, in the 
chair. 


Institute members of the committee 
endorsed the decision of a recent meeting 
of the Articled Clerks Committee, stating 
that an approved minimum salary on a 
national scale was an impracticable pro- 
position. In order to safeguard the 
interests of the clerk, the committees 
favoured the printing on standard sets 
of articles a style of contract making 
allowance for salary reviews based upon 
general merit, examination success, time 
served and changes in the cost of 
living. 

The students felt that the subject of 
subscriptions was extremely complex and 
were loath to comment without first 
going to their members with specific 
proposals from the Institute. They felt 
that any statement they would make 
would be subject to so many caveats as to 
make it meaningless. 


The advantages and disadvantages of 
holding a compulsory academic course of 
one year before commencing to serve 
articles were discussed. 


It was felt by students that the Institute 
should consider using examination halls 
with facilities better suited to the reason- 
able requirements of examinees. In 
particular, in some existing halls, the level 
of extraneous noise was severely criticized. 


The possibility of using Institute mail- 
ing facilities was discussed in connection 
with communications to new articled 
clerks. It was agreed by Institute members 
that any specific request SE receive 
consideration and if acceded to, a pro- 
portionate charge would be levied. 


The meeting learned that because of a 
lack of finance the Institute was unable to 
contribute to the cost of carrying out a 
joint Institute/ACASS student salary 


survey. The Institute, however, offered 
the services of the secretariat in any 
capacity which did not involve a cash 
expenditure. The students agreed to do 
more research to discover whether they 
could now continue with the project 
unaided. 


ICA ENTRY REQUIREMENTS 


At the July Council meeting of The 
Institute of Chartered Accountants in 
England and Wales (reported elsewhere 
in this issue) the Council approved the 
introduction with immediate effect, of a 
change of rule relating to certain craft and 
technical subjects in the GCE examina- 
tions. 


Although the general rule that passes 
in craft and technical subjects are not 
acceptable remains, any one of the follow- 
ing subjects will be acceptable: ‘A’-level: 
accounting. ‘O’-level: accounting; prin- 
ciples of accounts; book-keeping, or 
commerce. 


BIRMINGHAM’S SUCCESSFUL 
‘BOOZ CROOZ’ 


On Saturday, July 3rd, Birmingham 
CASS, together with the Birmingham law 
students, ‘took to the high seas’ when a 
very successful riverboat shuffle was held 
on the River Severn. It certainly lived up 
to its name of the ‘Booz Crooz’! 


Setting sail from Worcester, the Severn 
Queen — complete with discotheque, 
dolly birds, and bar — sailed down to 
Upton-on-Severn where it is rumoured 
she turned round and sailed upstream 
again. 

A very enjoyable evening was had by all 
200 on board and it is pleasing to report 
that the same number came ashore on the 
return to Worcester. We are informed 
that another event similar to this one will 
definitely be held next year. 
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LEICESTER’S NEW PRESIDENT 


Mr Christopher T. Chater, F.c.a., a 
partner in Thornton Baker & Co, of 
Kettering, was elected President of the 
Leicestershire and Northamptonshire 
CASS at the recent annual meeting. 


He is well qualified for the presidency 
being a former Vice-President and, in 
1956, formed, with the help of his 
senior partner, Mr A. E. B. Foxwell, 
F.C.A., a Kettering students’ society which 
in 1963 became a branch of the Leicester- 
shire and Northamptonshire Society. 


Whilst he appreciates the good work 
being undertaken by ACASS and the 
Institute’s relations with it, Mr Chater is 
of the opinion that because studies are, 
at the moment, too piecemeal, there is 
clearly a need for much more involvement 
by the Institute in the sphere of education. 
He poses the question that if there is to 





be more rationalization at local level, 
both the senior society and firms would 
find this beyond them - it is, he says, 
up to the Institute to take a lead in the 
matter. 


He is a keen squash and cricket 
player, likes touring by caravan, is a 
member of Kettering Rotary Club and is 
married with two sons of 5 and 2 years of 
age. 


Other officers elected for 
are: 


Vice-Presidents: Mr J. A. Davison, F.c.A., and 
Mr M. A. Chamberlain, A.C.A. 


Chairman: Robin G. Osborne. 


Secretary: Ashwin Patel, c/o Thornton Baker, 
8 West Walk, Princess Road, Leicester. 


Assistant Secretary: John D. McGibbon. 


Treasurer: Richard C. Green. 


1971-72 


After the annual general meeting there 
was a general knowledge quiz between 
principals and students — the prin- 
cipals winning by 29 points to 24. In the 
spelling round, neither side got a spelling 
correct — they must indeed, we trust, 
have been tricky words. 
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NEW SYMBOL FOR LIVERPOOL 


THE committee of the Liverpool CASA 
feel that in the past few years interest in 
the activities of the Students’ Association 
has been waning. Earlier this year it was 
therefore decided that it was necessary to 
make its activities and outlook more 
appealing. 

One of the first steps in this direction 
is to give the Association a symbol, 
illustrated here. A competition for a 
design was held, but no designers were 
forthcoming! 'To overcome this apparent 
lack of talent, it was decided to seek 





professional advice and fortunately the 
treasurer, ever thrifty, knew an art 
student. One thing led to another and 
after a month the art student had 
produced seven designs for the com- 
mittee’s consideration. Every committee 
member plumped for the design adopted, 
having, as it has, all the necessary charac- 
teristics — easy printing, easy engraving, 
and local connections. As can be seen, the 
symbol consists of a set of scales neatly 
framing a Liver bird. 

A tie is to be made (designers are at 
present working on this), which will sell 
at £1, and the Association’s new five-a- 
side soccer shield — presented by a local 
firm — has the symbol incorporated in the 
design. 

Reactions to the new symbol have been 
favourable to date and when the tie is 
ready for sale an announcement will be 
made under ‘Roundabout’. 


Subscriptions Raised 


A special meeting of the committee of 
the Association was held on June 28th, to 
pass certain resolutions relating to minor 
alterations to the Association’s rules, but 
more important to deal with its current 
financial situation. The financial pro- 








posals were that the subscriptions be 
raised, effective 1972, as follows: 


From To 

- £p £P 
Associate member I°52$ 3°00 
Entrance fee Loo 2°50 
Country member . . Toon ` 2°50 
Ordinary member 2°10 5:00 


and that there be a ‘once and for all’ 

special levy by way of subscription of 

£3 per ordinary member for 1971. 

The main reason for the proposals, as 
stated at the meeting, is the cessation of 
an annual grant from the Institute arising 
from their change of policy regarding 
grants to student societies. The expendi- 
ture of the Association has been looked 
at very closely and considerable efforts 
have been made to cut it, but there 
appear to be no further areas for reducing 
expenditure if the Association is to pro- 
vide its present services, particularly in 
the field of education. 


EXETER’S ‘INDUSTRIAL’ VISIT 


The success of the second industrial 
visit last month for members of the 
Exeter CASS was amply demonstrated 
by the fact that it was heavily over- 
subscribed. and a reserve list had to be 
drawn up. This particular ‘industrial’ 
visit took the form of a comprehensive 
tour of Whitbread’s Brewery at Tiver- 
ton. Free lunch was provided and, as is 
customary on such occasions, members 
had the opportunity of sampling as much 
beer as they wished. 

Quite apart from the latter, and the 
general interest to members of seeing for 
themselves the many aspects of beer 
making and the administrative work 
involved, the visit had a decidedly good 
effect on student relations. This will 
result, the committee hopes, in a good 
attendance at the Society’s forthcoming 
lectures — the sting in the tail! 


Easy Cricket Victory 


The Society slammed the Finance De- 
partment of Exeter University in a 
cricket match played on the evening of 
June 30th, winning by 38 runs. 

Made to bat first, the Society was given 
a solid start, thanks to C. Culshaw and 
G. Cohwin, who made 62 runs and 18 
runs respectively. The Society declared 
the innings at 152 for 3 in 20 overs. 


JOHN FOORD & COMPANY | 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Finance Department lost a wicket 
without a run being made and by the end 
of the 20 overs they were 114 for 3. For 
the students, Martin Read, Peter Cliff 
and David Taylor took one wicket each. 

The evening’s match was concluded in 
traditional style with refreshments at 
the Red Lion, Broadclyst. The Finance 
Department, so that they may get their 
revenge, have invited a team from the 
Society to play them at skittles in the 
autumn. 


LETTER TO ROUNDABOUT 


Institute Responsibility for 
Education of Articled Clerks 


SIR, — Mr Kenneth Sherwood’s interest- 
ing and informed article (“Roundabout’, 
July 1st), shows the multiplicity of 
courses available for students. In fact, 
even the pre-service course that many 
students now take varies considerably 
from college to college. The Institute vets 
the syllabus of each college and assesses 
the results, but it allows the colleges a 
large degree of independence. 

I have always held the view that it 
would be better for a common syllabus 
to be agreed between the various colleges 
and the Institute, and for a common 
examination to be set. This examination 
need not be set by the Institute, indeed it 
would be best if an examination board 
formed from the colleges performed this 
task. The Institute would, of course, 
assess the examination. 

This arrangement would tend to bring 
standards into line and would also en- 
courage worthwhile competition between 
colleges. Further, it would cut down the 
difficult and painstaking work of setting 
papers — a task which must be duplicated 
all over the country at the moment. 

Admittedly, some independence would 
be lost. However, in this department, 
which teaches for every professional body 
at every stage, the pre-service examina- 
tion is the only one internally set. One 
cannot feel that there would be any great 
loss in bringing it more into line with the 
rest of the work undertaken. 

Yours faithfully, 
KR COOK: 
Senior Lecturer, 
DEPARTMENT OF ACCOUNTANCY 
AND FINANCE, LEEDS POLYTECHNIC. 


Telephone 01-834 2002 (4 lines) 
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PROFESSIONAL NOTICES 


Cooper BROTHERS & Co and COOPERS 
& LYBRAND announce that Mr RONALD 
FARRON SUMNER, who has been a partner 
in their London firm since 1950, has 
retired from the partnership. 


COOPER BROTHERS & Co and COOPERS 
& LYBRAND, South Africa, announce the 
retirement of Mr RONALD CAVE and Mr 
ROBERT RUTHERFORD ANDERSON. 


COOPER BROTHERS & Co and COOPERS 
& LYBRAND, South Africa, announce that 
they have admitted to partnership Mr 
RICHARD JOHN MARKHAM RADFORD and 
Mr Mario ROsINGANA. 


PANNELL FITZPATRICK & Co, Chartered 
Accountants, of Leicester, announce that 
Mr Epwarb BELL, F.c.A., retired from the 
partnership on June 3oth, 1971, having 
been associated with the firm for over 
fifty years. 


IRVINE REEvES & Co, Chartered Ac- 
countants, announce that they are merg- 
ing with ANTHONY Simons & Co, 
Chartered Accountants, and will conduct 
the practice from their Sutton offices at 
18 Cedar Road, Sutton, Surrey. Mr 
C. S. LEDERMAN, F.C.A., will continue to 
be available as a consultant. 


APPOINTMENTS 


Mr Ian J. Ascough, F.c.a., has been 
appointed secretary of David Charles. 


Mr Robin Clark, A.C.A., has become 
managing director of Scottish and 
European Finance. 


Mr Philip G. Comley, A.c.c.a., has 
been appointed director of the western 
region of UNIVAC Division Sperry Rand. 


Mr M. D. Corbett, F.c.a., has been 
appointed group managing director of 
Brooks ‘Thomas Group. 

Mr J. Finnie, M.A., LL.B., C.A., formerly 
lecturer in accounting at the University 
of the West Indies, Jamaica, has been 
appointed senior lecturer in financial 
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management in the Department of 
Management Studies of Loughborough 
University of Technology. 

Mr J. A. Hailey, B.A.(ECON.), A.C.A., 
has become general manager of Safari 
Caravans, the caravan division of Cosalt. 


Mr Brian D. Jagger, A.c.w.A., has been 
appointed group chief accountant of 
White Child & Beney, and Mr Frank 
Stafford, F.c.A., previously a director and 
secretary becomes financial director. 


Dr William Murray, M.A., B.COMM., 
PH.D., C.A., has been co-opted to the 
board of Cement-Roadstone Holdings 
and appointed assistant managing director 
of the company. Dr Murray, who is 
chairman and managing director of 
W. Murray & Associates, is also a director 
of Roadstone; Clondalkin Concrete and 
Ryans Tourist Holdings. 


Mr John Nettleton, F.c.A., has been 
appointed a director of Ogilvy & Mather. 


Beet 





Mr. J. Nettleton. Mr. J. R. Waddicor. 


Mr J. R. Waddicor, A.c.a., has been 
appointed secretary and financial con- 
troller of Hawker Siddeley Dynamics 
Engineering, the company formed at the 
beginning of the year from a reorganiza- 
tion within Hawker Siddeley Dynamics. 


Mr David Moscrop, A.C.w.A., has 
become general manager of the Channel 
Island Airways division of British Euro- 
pear Airways and deputy to the divisional 
director. 


Mr Peter J. Scott, A.C.A., has become 


assistant secretary and chief accountant 
of British Timken. 


Mr John B. Sherriff, c.a., has been 
appointed managing director of Murray 
Johnston & Co. 


Mr Noel M. Ward, F.c.A., has become 
group chief accountant of the Stowe & 
Bowden Group. 


CHAIR OF ACCOUNTING 
AT SHEFFIELD 


Mr E. A. Lowe, B.SC.(ECON.), F.C.A., 
senior lecturer in management account- 
ing at Manchester Business School, has 
been appointed to the Chair of Account- 
ancy and Financial Administration at the 
University of Sheffield. Mr Lowe was 
admitted to membership of the former 
Society of Incorporated Accountants in 


1953- 


111 


OBITUARY 
G. F. B. Peirson, F.C.A. 


The sudden death occurred on July oth, 
of Mr Geoffrey Frank Branston Peirson, 
F.C.A., partner in the firm of Leech 
Peirson Evans & Co, Chartered Account- 
ants, of Coventry. 

Mr Peirson served his articles with 
Edward Thomas Peirson & Sons, the 
firm founded in 1860 by his grandfather, 
the late Edward Thomas Peirson, who 
was a member of the original Council of 
the Institute. He qualified in 1928 and 
was admitted as a partner in that firm 
in 1935. 

Mr Peirson was an Associate of the 
Royal College of Organists and a very 
keen musician, being organist and choir- 
master of the Church of St Barbara, 
Coventry, since 1957, and associated with 
many local musical activities. 


IN PARLIAMENT 


Stock Exchanges: Women 
Members 


Miss Fookgs asked the Secretary of State 
for Employment whether he will seek 
powers to end the exclusion of women 
from membership of stock exchanges. 

THE UNDER-SECRETARY OF STATE FOR 
EMPLOYMENT (Mr Dup ey Gw): No. 
My right hon friend is not persuaded that 
the introduction of legislation for this 
purpose is necessary. Women are ad- 
mitted to membership of provincial 
stock exchanges. 

Mr Tunery: Is my hon friend aware 
that women are not only permitted to 
be members of provincial stock exchanges 
but are members of the Northern Stock 
Exchange? 

Mr Smith: Yes. The example of that 
stock exchange is very good, and I am 
sure that it will be noted by the grow- 
ing minority who support the admission 
of women to the London Stock Exchange. 
My personal view is that persuasion 
rather than compulsion is the best 
remedy. 

Hansard, July 1st, 1971. Oral answers, 


col. 553. 


Married Taxpayers: 
Disaggregation 

Mr BARNETT asked the Chancellor of 
the Exchequer if he will give the different 
points in the joint income scale where it 
would be beneficial to married taxpayers 
with no other personal allowances or 
charges to claim disaggregation under 
the provisions of the Finance Bill 1971, 
both before and after the introduction 
of the new unified tax system; and if he 
will make a statement. 

Mr Patrick JENKIN: The answer also 
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depends on the levels of mvestment 
income and of wife’s earnings. However, 
by way of illustration, where there is no 
investment income and the husband’s 
earnings are as shown in columa A below, 
then the wife’s earnings must exceed 
the amount shown in column B in order 
that it would pay the couple to claim 
disaggregation. 


A B 
Husband’s earnings Wifes earnings 
£ L 
4,005 1,806 

6,387 - 7,171 446 
7:563- 8,385 392 
8,740 — 9,589 355 
9,917 — 11,962 328 
12,270 — 14,329 308 
14,622 — 16,696 293 
16,976 — 20,230 280 
20,505 275 


The corresponding points under a unified 
tax system would depend upon the rate 
structure. 

Hansard, June 30th, 1971. Written 
answers, col. 147. 


CHARITY REGATTA 


A charity yacht regatta is being staged by 
the Variety Club of Great Britain and the 
Royal Temple Yacht Club of Ramsgate 
on August 2oth-21st. Prizes totalling 
£1,000, together with a trophy for the 
winner, are being sponsored by Harrison 
& Willis Ltd, the accountancy employ- 
ment consultants. 

The regatta is attracting leading yachts- 
men from Britain and the Continent — the 
Prime Minister, Mr Edward Heath, with 
his yacht Morning Cloud, being among the 
early entries. 


SECOND BAFA CONFERENCE 


‘Accounting research: problems and 
perspectives’ is the theme of the second 
annual conference of the British Account- 
ing and Finance Association to be held at 
St Catherine’s College, Oxford, from 
September 22nd-23rd. The theme was 
inspired by discussion at the enc of last 
year’s conference which was chaired by 


_ Professor Edward Stamp (the Associa- 


tion’s chairman) at Edinburgh, and it is 
anticipated that the programme this year 
will include the exposition of at least one 
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major research study - its problems, 
methods, findings, and possible implica- 
tions for accountancy, finance and 
management. 

Papers will be presented by Mr R. J. 
Briston, B.SC.(ECON.), A.C.A., senior lec- 
turer, Bradford Management Centre; 
Mr D. S. Morpeth, T.D., B.COM., F.C.A., 
Deputy-President, The Institute of Char- 
tered Accountants in England and Wales; 
Mr J. M. Renshall, M.A., F.C.A., Technical 
Director, The Institute of Chartered Ac- 
countants in England and Wales, and 
Professor K. Simmonds, of the London 
Graduate School of Business Studies. 

Fee for the conference is {15 for 
members of BAFA, and £18 for non- 
members. Full details may be obtained 
from Professor R. H. Parker, Department 
of Accountancy, University of Dundee, 
17 Bell Street, Dundee, and it is requested 
that envelopes be marked ‘BAFA’. 
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HOCKEY 


Chartered Accountants 0 
Purley 2 


In the first of their two summer games, 
the CAs went down 2-0 to a strong 
Purley side. The defence was always 
under pressure, although they held out 
for the first half with some good saves 
by McLaughlin. 

Accurate centres from Russell-Smith 
and Robson on the wings gave the CAs 
hope of scoring. Aggarwal played a 
useful first game for the Club but the 
visitors’ attack was unable to penetrate 
the tight Purley defence. 

Chartered Accountants: I. S. 
McLaughlin; I. F. Whiteman, R. Carr; 
P. Thompson, H. D. F. Marshall, C. 
Gallico; P. H. Russell-Smith, C.A. Jones, 
B. K. Aggarwal, M. D. Gallant, G. 
Robson (capt.). 


PLANNING FOR PROFIT 


‘Planning for profit drew 8o top execu- 
tives from companies — large and small — 
to Keele University for a two-day con- 
ference on July 5th and 6th, organized by 
the National Association of Drop Forgers 
and Stampers and The Institute of Cost 
and Works Accountants. 

The delegates heard Mr D. Prescott, 
managing director, Firth-Derihon Stamp- 
ings, say that very many of the profit- 
planning problems facing the industry 
seemed capable of solution by cost and 
management accountancy. He spoke after 
a plea for teamwork and the avoidance of 
jargon — that barrier to full communica- 
tion — had been made by Mr D. F. Bunce, 
director and group controller, Delta Metal 
Co. 

Mr J. L. Edwards, F.c.W.A., F.C.I.S., a 
director of GKN Forgings, argued for 
total absorption costing, which was 
followed by a strong plea for standard 
marginal costing made by Mr W. E. 
Harrison, F.C.W.A., a management con- 
sultant and a Past-President of the 
Institute. A show of hands divided the 
delegates about equally in support of the 
two techniques. 

There was general agreement on the 
value of budgetary control and standard 
costing with its emphasis on the profit 
responsibility of the individual manager, 
and also on the necessity for cash fore- 


casting and control and the adaptation of 
management accounting procedures to 
deal with inflation. 

The necessity for the continued im- 
provement of general management and 
production engineering was acknowl- 
edged and it was agreed that the manage- 
ment accounting of any company could be 
effective only when it formed an integral 
part of the company’s management 
procedures and the accountant was a live 
member of the management team. 

In his summing up, Mr J. P. Wilson, 
F.C.W.A., management consultant and also 
a Past-President of the ICWA, com- 
mented that the use of one technique did 
not necessarily exclude use of the other. 
‘It is up to the team manager, engineer, 
and management accountant to decide 
what was appropriate for a particular 
problem’, he said. 

The conference was opened by the 
President of the Association, Mr Michael 
Vaughan; also taking part was the Presi- 
dent of the Institute, Dr James M. S. 
Risk, - B.COM., PH.D., C.A., F.C.W.A., 
].DIP.M.A., F.C.1.S. The interest shown and 
the high standard of the discussions 
indicated that other industries could 
profit from such conferences on the finan- 
cial aspects of management in which the 
ICWA is well placed to provide the 
expertise. 
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Training in Turmoil 


OTWITHSTANDING the views of Professor Stamp that it is idle 

to expect British accountants as a class to understand any problem 
which requires a knowledge of sixth-form mathematics, some of our 
readers doubtless harbour a faint recollection of the proposition that “if the 
circumferences of two circles have a common point, they cannot also have 
a common centre unless they coincide absolutely’. This proposition seems 
to afford an analogy for the present dis-integrated state of the accountancy 
profession. 

Though the recognized bodies of accountants have established a number 
of common points, the lack of a common centre — much less of perfect 
coincidence — remains a serious and continuing embarrassment. Amongst 
those most keenly affected by the present state of affairs are members of 
the Association of Lecturers in Accountancy — ALIA — who in colleges of 
further education are required to meet the diverse and sometimes con- 
flicting demands of prospective chartered, certified, public service and 
cost and works accountants. A statement on the future of accountancy 
education, recently circulated by ALIA to its members, highlights some 
of these difficulties and offers constructive proposals. 

Thus, for instance, the IMTA and ICWA have accepted the principle 
of a two-tier structure, the Association remains unconvinced, and the 
English Institute has not accepted the two-tier principle within its own 
membership, but continues to provide alternative avenues for those 
who cannot initially satisfy the two ‘A’ levels standard to qualify in due 
course. 

The IMTA has a three-part examination structure, the ICWA and the 
Association both have five parts, whilst the ICA now has the number of 
parts under consideration. The ICA and the Association both recognize 
the nine-months full-time course for ‘A’ level entrants, the IMTA would 
like to see it modified in some respects, and the ICWA is prepared to 
recognize it only in exceptional circumstances. Such a variety is needlessly 
prodigal of educational resources, and the ALIA statement is commend- 
ably restrained on this point. 

ALIA makes two specific and, as it seems to us, well-founded criticisms 
of the professional bodies; the first is that these bodies have supported 
the continued existence of the Advisory Board of Accountancy Education 
‘without being clear as to what it should do and how it should do it’; 
and the second is that none of them has been able to offer any clear idea 
about future recruitment. Quite obviously, long-term planning in future 
education is essential if resources are to be made available in time, and 
an estimate of student numbers over the next four or five years is a matter 
of urgency. 

The ALIA statement calls for graduate entry at the earliest possible date 
if accountancy is not to become a second-class profession; and asserts that 
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‘vague statements of intent will bedevil the attempts of 
` ‘colleges to promote CNAA degrees in accountancy’. 


Amongst other proposals, it favours a standardized nine- 


months’ course ‘to rationalize m the use of further education 
resources’, a minimum and compulsory release provision 
which would allow colleges to offer educational, as opposed 
to ‘cramming’ courses, improvements in conditions of 
service to attract suitable teaching staff, and the testing of 
educational standards by the colleges, subject to moderation 
by the professional bodies. 


VAT — Keep it Simple 


HE Government is now being rewarded for its widely- 

applauded decision to seek public comment on its tax 
proposals before implementing them. Last week the 
Institute of Taxation sent a memorandum on value added 
tax to HM Customs and Excise, and a scrutiny of this 
document gives a sobering picture of some of the problems 
and complexities a VAT system will contain. 

Comments on VAT must be limited at this stage, 
because the Green Paper itself only deals with the subject 
generally; the Institute acknowledges this in its introduc- 
tion and states that its comments are confined to the 
technical aspects of the structure of the tax. Within this 
compass, the memorandum makes a comprehensive series 
of recommendations. 

It begins with two general points: that all exemptions 
and exceptions to the normal rule of VAT tend to frustrate 
its basic aim of neutrality, and that intervening stages 
should not be made too complicated. Some problems of 
definition are then introduced, with suggested solutions: 


Trader: definitions in current income tax law should 
be used. 


Goods: the meaning should be restricted to tangible 
property. Second-hand goods should be included, with 
certain items subject to special treatment (e.g. antiques, 
second-hand cars). 


Territory: the concept of ‘resident person’ and ‘per- 
manent establishment’ should be recognized. Where a 
non-resident and a resident contract, normally only the 
resident should be involved in the tax, but a foreign 
trader should be allowed to register voluntarily. Where 
a non-resident performs services in the UK for a regist- 
ered person, tax should be payable by the latter. If the 

UK person is non-registered, a tax liability for him 
- should be created. Services performed by a UK resident 
- for an overseas person should be zero-rated as an export. 


Refunds to foreign traders: to achieve neutrality, 
voluntarily-registered foreign traders should be allowed 
to deduct VAT charged to them on services or goods 
used by them in the UK. 
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Supply of goods: mortgages should be exempt, but 
HP instalments should not. Lettings and sale of houses 
raise political problems, on which the Institute wisely 
refrains from comment. 


The memorandum goes on to deal with exemptions and 
zero-rating. Concerning financial services, it recommends 
that, in addition to the items in the Green Paper, all services 
ancillary to the main activity (e.g. insurance brokers) should 
be exempt or zero-rated, on the basis that they are large 
contributors to invisible exports. International ships and 
aircraft should be zero-rated as in most EEC countries, 
and legal aid should be exempted along with National 
Health services. A case for wholly or partially exempting 
professions is suggested; in Germany and Denmark, for 
example, certain professional persons can choose whether to 
join the VAT system. 

The memorandum deliberately makes no comment on 
the rate of VAT, but suggests that the yield should be 
equal to that of SET and purchase tax, with no increase of 
existing excise duties, such as those on tobacco, alcohol 
and hydrocarbon oil. Bearing in mind that the purpose of 
VAT, as expressed in the Green Paper, is to “spread the 
burden of indirect taxation in a less discriminatory fashion’, 
an argument could well be made for a yield sufficient to 
reduce those excise taxes to some extent. There may be 
social arguments for retaining them at a high level on 
tobacco and alcohol, but a reduction in the oil duty would 
lessen inflationary forces as well as keep to the spirit of 
neutrality. 

On the question of multiple rates, the memorandum 
emphasizes NEDO’S estimate that having more than a 
single rate would increase the Government’s administrative 
costs by anything from 50 to 8o per cent. It also points out 
that multiple rates raise problems of definition (well illust- 
rated by SET cases), of checking, and of evasion. It 
suggests that a reasonably low rate with a comprehensive 
coverage is preferable to many exemptions and exceptions, 
and that the essentials of life should be taxed lightly t to 
minimize inflation. 

After this there is a gentle reminder that, since VAT is 
a tax on consumer expenditure, statutory authority will be 
needed for adding VAT to prices already fixed (e.g. long- 
term contracts, royalties and prices fixed by statute). 

A rather fine tax point is raised: since the supply of ser- 
vice itself does not give rise to an invoice on which tax is 
payable, what should be the relevant date governing payment 
of VAT? The memorandum suggests that the relevant date 
should be the date of the bill, or if there is none (e.g. on 
payments of patent royalties), the date of payment, with all 
payments on account being liable to VAT. An adjustment 
for bad debts must be allowed at reasonable intervals, 
despite administrative difficulties. eres 

Dealing with the question of accounting periods, the 
memorandum claims that a reasonable time should be 
allowed between the end of a quarter and the date on which 
tax is paid, since tax is payable on invoices and’ not’ of’ 
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receipt of cash from customers. If a particularly long credit 
period is allowed on a transaction, there should be a right 
to defer VAT on it. 

Underlying the short paragraph on repayments is a tacit 
warning from the Institute that the Government can expect 
strident protests if it adopts the French ‘buffer’ rule under 
which credits of VAT are carried forward instead of being 
immediately repaid. In other words, VAT — unlike SET on 
‘exempt’ industries — should not be a means for the 
Government to obtain interest-free loans. 

The memorandum seeks exemption on changes of busi- 
ness ownership not involving a real alteration in the person 
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beneficially interested, and also on partnership changes, 
insurance, and intra-group transactions. It recommends a 
body of commissioners for appeals, rather than direct 
appeals to the Courts, and a system of notional VAT 
credits to avoid double taxation arising from SET and 
purchase tax having been paid on goods and services 
delivered and performed before, and invoiced after, the 
introduction of VAT. 

The Institute of Taxation has promised further repre- 
sentations when the Bill is available. With Britain’s entry 
into the Common Market appearing more probable each 
week, it is very likely that they will be needed. 


CURRENT AFFAIRS 


Public Finance for 


HE passing of the Industrial 

Reconstruction Corporation has 
been regretted by some and approved 
by others in industry. According to a 
four-man team from the Confederation 
of British Industry led by its Vice- 
President, Sir Arthur Norman, the 
IRC was ‘too close to Government and 
too dependent upon public funds’. 
Giving evidence last week to the House 
of Commons Trade and Industry Sub- 
committee, the CBI representatives 
proposed a new investment agency 
based upon the present Finance Cor- 
poration for Industry. 

The proposed body would differ 
from the now defunct IRC in so far 
as it would have capital from the 
private as well as the public sector. 
Its function would be to help indus- 
trial concerns which were unable to 
raise funds from alternative sources, 
and where profits could not be 
expected in the short term. It would 
be a ‘lender of last resort’ for industries 
contributing to the national economy 
such as shipbuilding, aircraft, com- 
puters, etc. Perhaps the most perti- 
nent distinction between the IRC and 
the new agency was that it would 
‘respond rather than dictate to industry 
in difficulty’. 

There is still a strong body of 
opinion in Britain — both in business 
and in economic circles — which is 
critical of any form of government 
assistance to ailing industries and what 


Industry 


Mr John Davies once tactlessly re- 
ferred to as ‘lame ducks’. On the other 
hand, there are at times cases where 
government aid is necessary for long- 
term economic or, indirectly, military 
reasons; the aircraft and shipping 
industries are cases in point. Social 
considerations such as the fear of high 
unemployment in depressed areas 
may also force governments to act 
against their better economic judgment. 

The CBI suggests also that the 
Government should investigate the 
extent to which foreign governments 
assist Overseas Companies competing 
with British industry. This is not to 
imply that Britain should become 
protectionist; but it should not be 
unduly liberal. It is also right to urge 
support for vital industry such as ship- 
building but as Sir Arthur observed, 
‘to subsidize an inefficient one would 
be an absolute waste of funds’. This, 
of course, is the crunch. Just what 
should be done to make some indus- 
tries efficient? When they are, there 
will be no difficulty in raising money 
anywhere! 


Availability of Paid 
Cheques 


T is no longer the invariable practice 
of banks to return paid cheques to 
their customers as a matter of course. 
Following approaches to the Commit- 
tee of London Clearing Bankers, the 


Council of The Institute of Chartered 
Accountants in England and Wales 
issued a statement last year (The 
Accountant, October 15th, 1970) to 
the effect that paid cheques would be 
returned on request or retained by the 
banks for a limited period. It was 
recommended that, where paid 
cheques were likely to be required 
from time to time, prior arrangements 
should be made with the bank for their 
segregation at the time of payment. 

The Council of the Law Society has 
now been informed that a customer 
should not necessarily expect that his 
paid cheques will be retained by the 
bank for more than two years. In 
certain circumstances, a solicitor might 
be unable to comply with the Solicitors’ 
Accounts Rules 1967 if he were unable 
to produce all paid cheques drawn 
during the preceding six years, and 
a recent practice note by the Law 
Society advises solicitors to make 
arrangements with their banks for the 
return to them of paid cheques which 
would otherwise be destroyed. 


invisible Trade and 
the EEC 


HERE is general expectation that 

if and when entry into the 
European Economic Community is 
achieved by Britain, one sector of the 
UK economy most likely to benefit 
is that comprising the City financial 
institutions. Some confirmation of this 
expectation is provided in a study 
prepared by the Committee on In- 
visible Exports entitled How entry into 
the Common Market may affect 
Britain’s Invisible Earnings. 

On the other hand, there is no 
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reason for expecting a big jump in 
aggregate invisible earnings since the 
proceeds of the City’s activities in 
Europe still constitute only a small 
part of its current earnings; actually 
about 12 per cent comes from the 
EEC countries. A major consideration, 
therefore, is not so much the results of 
entry upon income from the enlarged 
Community, but the impact of entry 
upon the City’s ability to continue to 
operate profitably throughout the rest 
of the world. 

According to the committee’s study 
there are no major settled policies 
already in existence which will have 
a ‘clearly detrimental effect’ on 
Britain’s invisible exports. On the 
other hand, if UK earnings of in- 
visible trade are to grow elsewhere in 
the world, it is essential that the com- 
mon policies of the EEC are not such 
as to cause outside countries to dis- 
criminate further than at present 
against British interests. The com- 
mittee’s report concedes that this is a 
‘more uncertain assumption’, but all 
will be well for the UK if the “‘EEC’s 
future development reflects the rela- 
tively liberal spirit of the Treaty of 
Rome’. 


Management Game 
Finals 


EAMS representing Rolls-Royce 

(1971) Ltd, Crossley Carpets Ltd, 
Manganese Bronze Holdings Ltd and 
Peat Marwick Mitchell & Co, 
survivors of the original 780 entries for 
the National Management Game 1971, 
will be vying with one another for 
the winning place in the finals of this 
computer-based management exercise 
in London on Saturday. 

The competition, organized by The 
Institute of Chartered Accountants in 
England and Wales, in conjunction 
with the Financial Times and Inter- 
national Computers Ltd, attracted 
competing teams from a wide variety 
of business organizations, banks, insur- 
ance companies, chambers of com- 
merce, local government departments, 
business schools, as well as account- 
ancy firms and societies. 

In the finals at ICL headquarters at 
Putney on Saturday, Rolls-Royce will 
be represented by five members of the 
financial controller’s staff from the 
Derby Engine Division. Crossley Car- 
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pets’ team will consist of six members 
of staff of their Halifax, Yorkshire, 
office. The team of five representing 
Peat Marwick come from their City 
office, and the Manganese Bronze team 
will consist of six members — all execu- 
tives, led by the company’s vice-chair- 
man, Mr J. W. Neville. 

The winning team will receive a 
silver rose bowl presented by the 
Financial Times, with inscribed scrolls, 
document cases and slide rules for the 
members. The efforts of the runners- 
up and other team members will also 
be rewarded with document cases 
and/or slide rules. 


French Honour for 
Chartered Accountant 


RARE French honour has been 

awarded to Mr Russell Brown, 
F.C.A., Bursar of the Royal College of 
Art. Last Friday 
he became a 
Chevalier de 
Ordre Nation- 
ale du Mérite, 
an order created 
eight years ago 
and awarded to 





only three or 
four Englishmen 
a year. 


Mr Brown received the honour for 
the work he has done to promote 
French music in Great Britain and, in 
particular, for his work as Vice- 
Chairman of the recent Berlioz Cen- 
tenary Committee. 

As well as his musical interests and 
his position at the Royal College of Art, 
Mr Brown is a governor of two ballet 
companies — London’s Festival Ballet 
and the Scottish Theatre Ballet. Before 
taking up his present appointment 
five years ago, he was chief accountant 
of the Royal Shakespeare Company 
and, prior to that, finance officer of 


Sadler’s Wells. 


Shareholders’ Records 
on Microfilm 


EARLY one and a half million 

shareholders’ records are to be 
transferred to microfilm by Hill Samuel 
& Co Ltd. Introduction of this techni- 
que—known as COM (computer output 
on microfilm) — represents an invest- 
ment of £100,000 in equipment and a 
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further £100,000 in development costs, 
it will come into operation early next 
year. 

The computer will print on to one 
microfiche the summarized details of 
6,000 shareholders’ accounts; thus the 
essential details of 1,400,000 share- 
holders in 180 companies will be 
stored in a space equivalent to the size 
of a small book. The existing card 
register filing system occupies 27,000 
times that space. 

Access to the account of any share- 
holder can be achieved in from seven 
to ten seconds. The system will enable 
Hill Samuel — whose offices already 
send out six million shareholder com- 
munications annually — to take on an 
increased number of clients and at the 
same time update share transfers faster. 


Facts about the 
Common Market 


ECENT public opinion surveys 
have revealed the not entirely 
surprising fact that the British public 
is not exactly well-informed about 
conditions in the European Economic 
Community. Indeed, a significant 
number of people questioned could 
not even name the member countries! 
There is now little excuse for such 
lack of knowledge — provided, of 
course, that people take the trouble 
to read what is available. It is note- 
worthy that the initial demand for 
the Government’s own ‘popular’ ver- 
sion of the White Paper, Britain and 
Europe, was unimpressive, although 
most people seem to think that, 
whatever their own personal views, 
Britain will soon be a member of the 
Community. 

It is important that members of the 
general public, as well as those in the 
professions, should be persuaded to 
inform themselves about the nations 
and people with whom they will, in 
all probability, shortly be linking 
their fortunes; and it cannot now be 
said there is any lack of useful material. 

Recently, we referred briefly to 
a short guide to the relevant issues 
which has been put out by the 
National Westminster Bank (The Com- 
mon Market and the United Kingdom, 
sop). Now, we have received copies of 
three useful booklets which are avail- 
able free of charge from the European 
Community Information Offices in 
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London. The first, entitled The Facts, 
outlines the aims and methods of the 
EEC, together with its background 
history and plans for future economic 
and political unity, while a second 
booklet The Common Market and the 
Common Man, is particularly valuable 
to anyone wanting to know about living 
standards, prices, industrial relations 
and social security within the Com- 
munity. 
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The third publication, written by 
the Secretary-General of the Com- 
mission of the European Com- 
munities, Mr Emile Noël, 0O.B.E., 
describes how the Community’s in- 
stitutions work. 

These booklets, which deserve a 
wider readership may be obtained on 
request from the European Com- 
munity Information Office, 23 Ches- 
ham Street, London SW1. 


Management Information at Cambridge 


T a management information ap- 

preciation course held at Churchill 
College, Cambridge, last week by The 
Institute of Chartered Accountants in 
England and Wales, over 100 partici- 
pants learned about such subjects as 
‘Operations planning and control using 
ratio analysis’; ‘Long range planning — 
the key factors’; ‘Planning cash re- 


sources’ and ‘Integrated management 
information systems’. 


Below, left. Mr A. P. Hall, B.A.(Econ.), of 
the University of Bradford Management 
Centre, course director, /eft, in conversation 
with Professor R. |. Tricker, M.A., F.C.A., 
F.C.W.A., J.Dip.M.A., Director of the Oxford 
Centre for Management Studies. Right. Mr 
H Oldcorn, BA AGIS; and Mr C. J. 
Carney, AB(Cornell), both lecturers. 





Mr J. R. Boddy, B.Sc.(Econ.), LL.B., A.C.C.A., /eft, with Miss A. Jones, A.C.A., planning 
accountant, Anglesey Aluminium Ltd, and Mr S. Thompson, F.C.C.A., a lecturer. 
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Turn Them Out! 
Eir old penny and threepenny 


coins, as first forecast in The 
Accountant for May 2oth, cease 
to be legal tender after August 31st 
next — approximately a year earlier 
than originally anticipated. 

Millions of these coins are still un- 
accounted for, and holders are advised 
to obtain value for them without 
further delay. They are at present 
legal tender in any combination to 
multiples of 2p (6d), whether the 
recipient is trading in decimals or in 
{sd terms; they may also be paid 
in for credit to a bank account in 
multiples of 5p (1s) of each denomi- 
nation. 

It is noteworthy that at the end of 
March, according to the Board, no 
more than 3 per cent of retailers were 
still using old pennies and threepenny 
bits in the giving of change; indeed, 
by the middle of June almost {13 
million worth of these coins had been 
returned to the Mint out of a total 
estimated circulation of about {20 
million at D-Day. 

In July 1968, the Government 
forecast that the changeover period 
would not exceed eighteen months 
but made it clear that it might be 
considerably shorter. No country going 
decimal has needed as long a change- 
over period as originally forecast; 
Australia was six months earlier than 
anticipated and New Zealand seven 
and a half months earlier. Great 
Britain seems to have established the 
record for rapid changeovers as the 
final period will end just six and a 
half months after D-Day — eleven 
and a half months earlier than 
anticipated. 


Practical Political 
Economy ? 


How far is it possible to separate 
economic affairs from politics? 
For many economists the two are 
inseparable since any economic advice 
on current issues, once it is carried 
into effect, has political consequences. 
Is it then impracticable for the profes- 
sional economist to give advice without 
considering the political implications? 

In a new Hobart paperback entitled 
Politically Impossible (Institute of Eco- 
nomic Affairs, 75p), W. H. Hutt, 
Emeritus Professor of Economics in 
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the University of Cape Town, seeks 
to get the best of both worlds. He 
asserts that economists should give 
their advice in two stages; first, in 
terms of a purely economic solution 
but ignoring its political consequences; 
and secondly, in the form of a political 
judgement to meet the needs of poli- 
ticlans who have to choose between 
alternative policies. 

In the course of his essay Professor 
Hutt argues that the shift of electoral 
power, with the concentration of 
political influence in pressure groups 
such as trades unions, has led econo- 
mists to reject optimal solutions on the 
grounds that they are ‘politically 
impossible’. Thus, he notes the fact 
that in the British welfare state the 
provision of universal benefits to all 
and sundry, regardless of need, has 
meant both waste and the continuing 
impoverishment of the very poor. 

On the industrial scene the im- 
balance of power between employer 
and union and the different bargaining 
power of various unions has meant a 
redistribution of the national product, 
not in favour of the deserving or 
needy, but to those who can bring 
most pressure to bear. Professor Hutt 
is critical of neo-Keynesian policies 
aimed at countering unemployment 
through their acceptance of a measure 
of inflation as preferable to unemploy- 
ment. The result has been, he asserts, 
that inflation has been aggravated and 
the consequences are more harmful 
than the original malady that was 
supposed to be cured. 

This is an interesting essay which 
will stimulate comment not merely by 
economists but other professionals 
who are concerned with the apparent 
failure of economic advisers to devise 
sound policies for governments. 


World Trade Picture 


"Į N a world of rapidly changing tastes 

and technologies, it is extremely 
important that any trading nation 
should be able to detect in sufficient 
time actual as well as potential changes 
in the pattern of trade, and the extent 
to which its major competitors have 
adapted or are adapting to these.’ 
This comment in the NEDO mono- 
graph Product changes in industrial 
countries’ trade, 1955-1968, prepared 
by Mr Mica Panic and Mr Amin 
Rajan of the Economic Division of the 
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NEDO, has especial significance for 
the UK. 

In a detailed statistical analysis of 
the foreign trade of the UK and ten 
other countries, which together ac- 
count for 75 per cent of world exports 
of manufactured goods, the authors 
come to some thought-provoking con- 
clusions concerning UK exports. 
Having classified export goods into 
those for which the growth in trade 
was either fast or slow, they deduce 
that the UK seems, on the whole, to 
be particularly weak in the fastest- 
growing groups where the most im- 
portant and advanced engineering and 
chemical products are concentrated. 

A similar analysis, in this case 
examining the degree of specialization 
in particular exports, shows that 
during a period when there was 
considerable specialization in world 
trade within individual industries, the 
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UK remained one of the least special- 
ized countries — considerably less so, 
for instance, than the United States, 
West Germany and Japan. 


Still Too Much 
Government 
Interference! 


VEN the most ardent advocate of 

permitting market forces to work 
freely in society and thereby achieve 
an optimum distribution of scarce 
resources will recognize that govern- 
ment has a role to play. Modern 
political economy is therefore not 
concerned so much with whether or 
not governments should intervene in 
the economy, as with the extent of that 
intervention. 

One of the main planks of the 
present UK government’s electoral 


Dividend Strip Appeal Fails 


HE House of Lords last week 

rejected a taxpayer’s appeal that 
a Revenue direction under section 28 
of the Finance Act 1960 should be set 
aside, thus upholding the Court of 
Appeal decision which reversed the 
earlier verdict by Buckley, J., in the 
High Court (CIR v. Greenberg). 

In 1958 Mr Henry Greenberg and 
his son, in association with a share 
dealer, Finsbury Securities Ltd, de- 
cided to carry out a forward dividend 
strip. Their company, L. Greenberg 
Ltd, created new shares carrying 
the right to all the net profits for five 
years, up to £20,000 net, after tax. 
These would be sold by the Greenbergs 
to Finsbury for £20,100, plus the 
right to receive half of whatever 
amount Finsbury might be able to 
obtain by repayment of, or relief 
from, income tax in respect of tax 
deducted from the dividends. 

Finsbury was expected to obtain 
repayment of relief by the fact of its 
showing a loss of {£20,000 on its 
dealing account. Thus the Greenbergs 
would receive £20,000 free of income 
tax and surtax for parting with {20,000 
of gross taxed dividends, and would 
also receive a further sum dependent 
upon Finsbury’s tax adjustment. 

The first disappointment was that 
Finsbury, in fact, received no relief 
because it was held that the shares were 


not trading stock in its hands (Bishop v. 
Finsbury Securities Ltd (1966), 45 
Rak. 932). 

Under the sale agreement for the 
shares, £ 10,000 was to be paid at once; 
but in fact it was paid at various times 
as and when Finsbury received divi- 
dends from the Greenberg company. 
The Inland Revenue made a section 28 
direction on Mr Greenberg in respect 
of instalments of purchase money for 
the shares on the ground that these 
represented a tax advantage. On 
appeal the Special Commissioners 
upheld the direction but Buckley, J., 
subsequently discharged it. 

In the House of Lords last week 
Lord Reid said that although all the 
initial arrangements for carrying out 
the scheme had been completed by 
the end of 1958 there still remained, 
over the following five years, the 
declarations of the dividends, their 
payment to Finsbury, and the pay- 
ment by Finsbury to the Greenbergs. 
He thought that both the declaration 
of the dividends and their payment by 
the Greenberg company to Finsbury 
had been acts relating to shares and 
therefore transactions in securities. 
Lord Morris of Borth-y-Gest agreed. 
He also expressed the view that the 
original arrangement had not been 
‘carried out’ before April 1960. 
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appeal lay in its insistence that there 
would be less ‘government’ inter- 
ference than under its predecessor. 
In particular, it was expected that 
there would be less intervention in 
trade, in industry, and in the field of 
social policy. In a new Hobart paper- 
back, just published, Government and 
the Market Economy (Institute of 
Economic Affairs, 75p), Mr Samuel 
Brittan examines the ‘new’ Conser- 
vative attitudes as they have emerged 
in the period since election and 
questions whether they have con- 
formed to the ‘market economy’ 
approach. 

In the course of a thoughtful 
analysis, which is as stimulating as 
it is readable, Mr Brittan castigates the 
Government’s support of Concorde, 
as well as its confused policy over 
Rolls-Royce, in which the efforts to 
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salvage the RB-211 contract largely 
offsets any benefits which might have 
been achieved by the initial with- 
drawal of financial support. He also 
regrets that Mr John Davies only 
considered the possiblility of eliminat- 
ing the tariff on car imports, instead 
of acting. 

Mr Brittan argues strongly in favour 
of floating exchange rates and is 
critical of the monopolistic power of the 
trades unions which he believes they 
have exploited in recent years. 


Public Road Transport 


ASS-OWNERSHIP of the 
ubiquitous motor-car has brought 
in its train many problems. One of the 
more intransigent is the future of 
public transport, in particular the 
railways and the motor-bus industry. 
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In the second edition of his Hobart 
Paper Transport for Passengers, pub- 
lished by the Institute of Economic 
Affairs (sop), Mr John Hibbs seeks a 
solution to those problems in the 
lifting of the current restrictions. 

Commenting on the use of the private 
car, Mr Hibbs condemns those who 
would exclude the private motorist 
from cities on the grounds that to 
deprive him of his preferred means 
of transport is to enforce his im- 
poverishment — in terms of transport 
facility — by administrative intervention. 

The author supports the use of the 
postal bus and the mini-bus operated 
by small proprietors who could pay 
their way. Many of the rural services, 
asserts. the author, could be made to 
pay by operators with low overheads 
and flexibility of management and 
operation. 





THIS IS MY LIFE 


Slippery Customer 


by An industrious Accountant 


H” apologized for intruding at short notice, he said 
effusively as he was shown into my office. He was a 
long-standing shareholder — like his father and grandfather 
before him in fact — and as he was making some small 
purchases in the store (his father had always believed in 
supporting the businesses he’d put his money in), he just 
thought he’d drop in to say ‘hello’. 

I welcomed him with the respect due to one of the owners, 
so to speak, and he chatted on cordially about the years of 
good dividends and valuable rights issues. But he rather 
puzzled me. His eyes were watchful, his lips thin under a 
line of black moustache, his joviality was somehow exag- 
gerated. ... A man to beware of in a stiff poker game, I felt. 

Stores generally were showing up well on the "change, 
he went on, with rising turnover and profit margins re- 
ported everywhere. Management should be congratulated 
on their acumen; though, of course, money was circulating 
pretty well — our own turnover was probably well up, he 
supposed? 

Well, yes and no, so to speak, I told him. As he’d 
appreciate, inflationary trends could often mean the same 
physical volume for higher cash figures, and Pd like to 
see the autumn sales results before I could comment. 
Costs tended to increase proportionally. . . . 

He laughed approvingly. Dead right, he said, no need 
to rush to premature conclusions; there was no percentage 


in jumping the gun. Still, he’d often heard it commented 
outside that we d the smartest accounts team in the county; 
we could probably judge pretty closely how the profit graph 
was moving? 

I thanked him for the unjustified but acceptable compli- 
ment and he became suddenly confidential. His aunt had 
just had some money left to her — not much, you under- 
stand, just a couple of hundred or so, he whispered — but 
he’d like to invest it safely for her. She’d shopped with us 
for years past . . . everybody knew her around the depart- 
ments . . . rather a dear old thing. She’d get a great kick 
out of seeing her few quid increase and multiply, and so 
on.... Off the record, now, old chap, what were the odds? 

Anybody’s guess, I reflected. ‘To my mind the current 
stock-market was utterly unpredictable and the pundits 
were at their wits’ end. Another big financial debacle like 
Rolls-Royce or UCS might push the index back to the 
300 mark, but on the other hand... . 

His manner changed abruptly. Cut out the jargon, he 
snapped, he’d heard that sort of smooth double-talk before. 
The poor mugs of shareholders could take their chance, as 
usual, but everybody knew that smart company accountants 
throughout the country were making fortunes under the 
counter nowadays. They spotted their own profit move- 
ments long before outsiders could, and the slick crooks sold 
before the fall and bought before the rise — the town was 
humming with stories of fiddling! 

The register of shareholders showing both new members 
and movements in old accounts was open for inspection, I 
commented, and called my secretary; but he was up like 
a shot. What about the bank nominee racket, and so-called 
joint accounts, and friends in the know, and the other 
wangles that the taxman hadn’t cottoned on to yet, he 
snarled from the doorway. 

I wonder if I could have pleaded crime passionnel in 
extenuation if I’d thrown him down the stairs. 
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Accountants in the Year 2000 


Limitations of the Monetary Unit 


by KENNETH S. MOST Ph.D., M.A., LL.B., F.C.A. 


; N his interesting and provocative articles on ‘Accountancy 
in an Industrial Society’?, Mr William F. Kissack called 
for a new kind of ‘performance accountancy’ to supplement 
financial statements based upon stewardship requirements. 
The monetary unit, he claimed, was no longer adequate to 
or suitable for appraising and illustrating the realities of 
individual performance; the future accountant would have 
to concern himself with economic aims in which human 
needs would occupy first place, and money profits come 
second. 

This cri de coeur has also been heard from academic 
quarters; for example, im Accounting and Analytical 
Methods, by R. Mattessich ‘Richard D. Irwin, 1964): 


“Thus accounting is being criticized for many reasons: that 
it is based on irrelevant historical costs instead of opportunity 
costs; that it provides only a description of the past, but no 
prediction of the future; that its models consist exclusively of 
identities but lack behavicural functions and do not lend 
themselves to optimization procedures; that it ignores 
psychological factors and uses “‘arbitrary’’ allocation pro- 
cedures ... that the balance sheet is not comprehensive 
enough because its inclusion-criterion of measurability is too 
superficial; that the additivity assumption on which it 
operates is illusionary [sic]; that its measures are not ac- 
companied by error estimates, etc.’ 


It will be argued here that, far from being inadequate, 
the monetary unit lends itself to extended uses along the 
lines of accounting developments over the past five hundred 
years, and that multiple-entry accountancy, of which 
double-entry is simply a special case, appears to be a con- 
ceptual framework of virtually unlimited potential. 


Pacioli knew no better 


We start with the observation that accounting has a long 
past; indeed, there are respectable hypotheses that both 
writing and arithmetic originated in early attempts to 
account. Modern accounting, i.e., accounting based on the 
concept of the closed system, is rooted in the public sector 
and not in private money-making or investor stewardship. 
The relatively stable period which preceded the 
Renaissance, and which was made possible by the feudal 
system of government, permitted the creation of economic 
surpluses, mobilized by kings and princes, like the 
Normans, and, above all, by the Church. Government 
accounting in north-west Europe, local government 


accounting in the Italian states and the medieval manorial 


accounts all preceded the widespread use of accounting 
systems in private businesses. 
As the economies of medieval Europe developed, mer- 


1 The Accountant, April 15th and 22nd. 


chants and manufacturers borrowed various devices from 
government and church accounting; the earliest known set 
of accounts which is recognizable as a double-entry system 
was kept for the stewards of the Commune of Genoa for 
the year A.D. 1340. The gradual conceptualization of 
business transactions in like form is illustrated by the 
records of Francesco di Marco Datini, a Tuscan merchant 
banker, some of whose records for the period A.D. 1335 — 
1410 have survived. The celebrated and even notorious 
Medicis, who controlled banks, trading concerns and 
manufacturing establishments, kept sophisticated records 
including cost accounts. 

The assumption that Pacioli either ‘invented’ double- 
entry or described its origins is therefore untenable. In the 
first place, the relevant publication, the Summa, only 
appeared in A.D. 1494. Secondly, the Medicis were keeping 
double-entry accounts, including cost accounts, 53 years 
before Pacioli’s work appeared, and the use of control, 
subsidiary and reciprocal accounts shown by those records 
goes far beyond anything described by Pacioli. ‘Thirdly, 
business historians have explained why the ‘Venetian 
system’ of Pacioli became known and accepted by European 
book-keeping teachers and merchants, rather than the 
‘Florentine system’. 

It is incorrect, therefore, to see the system represented 
by Pacioli as a point of departure and to interpret modern 
accounting as a linear extension of that system. Why this 
viewpoint is so frequently encountered is the next question. 


The rise of capitalism 


The origins of capitalism in the early middle ages were 
investigated in a scholarly fashion by Werner Sombart in 
Der Moderne Kapitalismus; an abbreviation of this, pub- 
lished in 1913 under the title Der Bourgeots, was translated 
into English as The Quintessence of Capitalism and appeared 
in New York in 1915. Sombart’s ideas have percolated into 
the conventional wisdom to a remarkable degree, and it is a 
pity that the complete text of his socio-historical findings is 
not available in English. The section on “The Birth of the 
Capitalist Enterprise’ is of particular interest to accountants. 

The essential characteristics of capitalism, to Sombart, 
were the profit motive and economic rationalism. Taking as 
his point of departure an image of the pre-capitalistic 
feudal society of early medieval Europe, he postulated its 
goal as a sufficiency for existence. He then posed this 
question: by what means was society transformed into one 
in which the profit motive replaced the satisfaction of basic 
wants as man’s main striving? 

Sombart saw this in terms of a set of mental or spiritual 
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transformations which resulted in man ceasing to see 
himself as the centre of his universe. In effect, men placed 
material objects and institutions in the ensuing void, 
leading to a preoccupation with the creation of wealth and the 
functioning of institutions designed to favour it. Scientific 
discoveries, particularly mensuration, and the innovations 
of lawyers facilitated the social changes which resulted. 

The ‘invention’ of accounting was vital, since it permitted 
concentration on the idea of creating wealth; capital, or the 
‘wealth-producing sum’ was separated from all want- 
satisfaction objectives of the persons involved in a business. 
In double-entry book-keeping there was only one objective: 
the increase of a sum of money. This led to the principle of 
economic rationality. Since the book-keeper recognized no 
economic processes outside the books of account, and 
nothing could be recorded in these unless it was capable of 
monetary expression, production and consumption could be 
reduced to calculation: guod non est in libris, non est in 
mundo. 

The relevance of this argument to the position of Mr 
Kissack is clear. We shall now consider its weaknesses. 


Sombart revisited 


Professor Basil Yamey has taken issue with Sombart’s 
conclusions, namely, that double-entry book-keeping was 
a necessary condition for the rise of capitalism and for 
the creation of wealth, through the device of separating the 
business from its owners. The assumptions underlying the 
Sombartian thesis are at issue here, and not the validity of 
his conclusions. 

In the first place, there is no particular reason for the 
selection of feudalism as the point of departure. Feudalism 
was not the typical pre-capitalist society, but a reaction to 
the breakdown of a European civilization based upon the 
Roman Empire. The feudal system established a measure 
of political stability which permitted the exploitation of 
economic surpluses, and it is significant that the revival of 
commerce and industry which preceded and accompanied 
the Renaissance was restricted to those lands which had 
once known the benefits of Roman administration. 

Secondly, a longer historical perspective can show us 
other times when the creation of wealth was a central 
preoccupation of humanity. The pre-Christian Chaldeans 
and Greeks left many records of their wealth and economic 
transactions and it seems as though many of the civilizations 
which preceded the Dark Ages were characterized by 
developed structures of trade and industry. 

Thirdly, the psychological assumption that man occupied 
the central place in human thought in pre-capitalist times, 
but was ousted by material objects and institutions, is not 
acceptable. It was during the early stages of capitalism 
after all, that Pope wrote: ‘An honest man’s the noblest 
work of God’ and echoed Charron’s dictum: “The Proper 
Science and Subject for Man’s Contemplation is Man 
himself’. It was not until the nineteenth century that doubt 
began to form on this question, and we appear to be 
witnessing the resolution of the dispute on traditional 
humanistic lines. In any case, the reversion from contract 
to status where it is discernible, is attributable to political 
factors rather than to the drive for the creation of wealth. 

A principal weakness of Sombart’s thesis, however, and 
of Mr Kissack’s, is the monetary theory on which it is 
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based. To criticize the use of the money unit as a device for 
social mensuration is to misunderstand the nature of money 
in an industrial society. 


Money and valuation 


In order to support the argument that accounting proceeds 
from the objective of maximizing a sum of money, Sombart 
was forced to assume that the prime functions of money 
were as a means of payment and as an asset. When Mr 
Kissack disclaims the use of a monetary unit for "per: 
formance accountancy’ he is considering it primarily as an 
exchange mechanism; thus, “The amount of money that 


happened to change hands at the time the factory was built 


or purchased is an irrelevant factor in appraising the merits 
or shortcomings of current manufacturing performance’. 
He also accepts money as an asset, since ‘A bank balance 
will, of course, be presented as such...’. 

The functions of money as a unit of account and of a 
monetary scale as a measuring device are derived from the 
same source as the other two functions. To assume that 
these functions can only be found together, however, is a 
logical error. 

We first observe that goods or services have exchange 
value and define a price as an expression of exchange value 
in terms of money. If the price is the desired measure of 
exchange value, in what way can this property be separated 
from goods or services, and transferred from one person to 
another (as a book debt) or stored (as an asset)? 

In order for such an operation to be possible, money 
must have some abstract quality which is distinct from the 
properties it possesses when considered in relation to any 
one of the four functions. This abstract quality must be 
distinguished from the ‘real’ characteristics of money as 
coins, notes, and so on, just as a numismatist must dis- 
tinguish between coins which are legal tender and coins 
which are collectors’ pieces. It is this abstract quality, 
whether derived from custom or statute, which gives 
money its power to mediate exchanges and serve as an asset, 
and which also gives it a separate but related power to 
measure values and to serve as a unit of account. 

Whereas the use of money as a medium of exchange and 
as an asset is of prime importance in consumption decisions, 
in the areas of investment and production we are interested 
primarily in money as a measure of value and a unit of 
account. The ideological conflict between collective and 
individual needs is replaced by the economic question of 
how shall given needs be satisfied at the lowest social cost. 
It may be unpleasant to admit that human needs can 
be represented quantitatively in terms of money, but in 
order for needs to be placed in a hierarchy for allocation 
decisions we do need a technique for making subjective 
judgements objective by interpersonal agreement. Were we 
to adopt any other method of establishing priorities, it 
could lay claim to no higher degree of acceptability than 
this; if we did not have a monetary scale we would have to 
invent one. 


Conclusion 

In the year A.D. 2000, when money will cease to have any 
significant function as a means of payment, will the 
accountant have abandoned double-entry and will the 
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financial statement complex which represents a multiple- 
entry system have lost its importance? Will industry 
require ‘an entirely new conception of accounting and 
monetary textbooks’? I think not; the progress of human 
civilization will be aided by the inclusion of an ever- 
widening set of observations into the area of accounting. 
The three unsung achievements of mankind are, in order 
of occurrence: 


(1) The valuation of personal services, in the form of 
wages, whereby men were enabled to separate their 
work from their personalities, and thus escape from 
slavery. 


(2) The valuation of ability to perform contracts, in the 
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form of credit, whereby able men were placed in 
possession of resources to which their birth and 
position gave them no rights. 


(3) The valuation of impersonal services, in the form of 
depreciation and amortization generally, which 
extended the scope of money valuations to virtually 
all problems concerning the allocation of scarce 
resources. 


Now it is time for accountants to turn their attention to 
the monetary valuation of government services and of the 
national product, and to the inclusion of social costs and 
benefits within the conceptual framework of accounting as 
a closed system. 


Computerized Time Records 


by D. S. LEWAK, F.C.A., C.A.(S.A.) 


In a world in which management information is becoming more and more important, it is 
essential that accountants make use of the latest methods. The advantages obtained from 
keeping time records by means of a computer include not only the speed with which 
results are obtained, but also the detailed information that can be obtained from these 


results. 


VERY good booklet by V. F. Berry, F.C.A., was issued 

in February 1966 by The Institute of Chartered Ac- 
countants in England and Wales in their ‘Practice Ad- 
minstration’ series,’ entitled Controls for the Effective Use 
of Time and the Keeping of Time Records. The system Mr 
Berry discussed for keeping time records was a manual 
one, but he also discussed the advantages and disadvantages 
of a mechanized system. He even suggested that eventually 
the computer would be used to process time records. 

My firm over the years has kept its time records, first 
manually and from 1965 on a Burroughs Sensimatic 
accounting machine. During this time the firm expanded 
until it reached its present size with six partners and 
over 40 staff. The firm has over 1,200 clients ranging from 
very small to very big. | 

We found that, during 1970, the timekeeping staff 
were spending between 10o and 12 days per month in 
preparing, collating and machining the time records. These 
records were kept on a single-entry basis and the partner 
merely crossed through the account when debiting. In 
addition, it was found that, due to other commitments, 
this work kept falling behind, so that the time records 
were never up to date. 

It was decided to investigate the keeping of time records 
on a computer, and from March 1970 I processed my own 
time-sheets and those of staff working on my jobs on a 
computer, parallel to the existing time records. After a 
certain amount of experimentation and the usual teething 





1 The Accountant, February 26th, 1966. 


troubles, a system has been worked out to which the whole 
firm changed over as from March 1971. This programme 
was tailor-made for my firm, but can be adapted to any 
given set of circumstances. 

The organization and control of this system is very 
important, the method adopted by my firm being as 
follows: 


(1) Each partner was allocated a code number containing 
three digits. 


(2) Each client was allocated a code which consisted of 
21 spaces; the first three for the partner’s number, 
the next three for the client number and the re- 
maining 15 spaces for the name of the client (ab- 
breviated if necessary). The best method of coding 
one’s clients was found to be in strict alphabetical 
order, starting from oor and going on until 999, 
leaving sufficient spaces between each letter of the 
alphabet for any new clients. 


(3) Each partner and clerk was allocated a three-digit 
code number, commencing oor with the partners 
and continuing in decreasing seniority. 


(4) In order that non-chargeable time should be kept 
separate, a number was allocated which covered 
sickness, leave, public holidays and the like. 


(5) At the end of each week, a weekly time-sheet was 
completed by each partner and member of the staff. 
This was coded directly by the use of a two-digit 
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Features of Accounting for 
International Operations 


by D. A. ROWE, C.A. 


ij Bag subject of accounting for international organizations 
is a most appropriate one for this Hall. Its founder, 
Cardinal Wolsey, held high office in that pioneering inter- 
national organization, the Roman Catholic church. He 
showed a rather un-British lack of insularity in many ways, 
appointing a Spaniard as first professor of rhetoric at this 
college. He also had ‘multiple operating unit’ accounting 
problems, being simultaneously Archbishop of York, 
Bishop of Durham and Winchester, administrator of the 
See of Tournai, farmer of the revenues of Bath, Worcester 
and Hereford on behalf of absentee Italian bishops, and 
holder of the Abbacy of St Albans in commendam. 'The 
corporate structure of Thomas Wolsey Ltd would be an 
interesting exercise. 

Building up some sort of a definition may perhaps set the 
scene for the points I wish to cover, I could start off very 
simply by saying that an international company or group 
of companies is one whose operations are carried out in 
more than one country. That is pretty basic. We could then 
go on to make it more international by saying it is one that 
has a substantial part of its investments and derives the 
major part of its income from operations outside the home 
base country. This could cover a number of companies in 
entirely different types of businesses trading overseas, with 
the only link between them being the common share- 
holding. What we need to add to meet what I think most 
of us would accept as being all-embracing, is that of a group 
of companies each with its own national identity and staff 
and being subject to local commercial, legal, and taxation 
jurisdiction, carrying on trade over national boundaries 
involving, amongst other things, intra group company sales 
and purchases. 

I cannot think of any better example of an international 
group of companies than those engaged in the integrated 
oil business. 


Corporate structures 


Nothing could perhaps sound simpler than having just one 
company to operate world-wide. But such a set-up would 
obviously be a nightmare of complications in practically 
every case. It is, in fact, far simpler in practice to have a 
separate company for each country and perhaps even to 
have separate companies for each identifiable activity 
within that country, but in this latter respect one has to 
draw a balance between the costs of the administration and 
accounting complications on the one hand and the benefit of 
clearly identifiable ‘profit centres’ on the other. 

The substance of a paper delivered to this year’s Oxford Summer 
Conference of The Institute of Chartered Accountants in England and 


Wales. The author is group financial controller of Shell International 
Petroleum Co Ltd. 
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In Europe, there is usually more than one type of in- 
corporation to choose from, and naturally you would seek 
advice before deciding upon the type best suited to your 
circumstances. In certain other parts of the world there are 
also choices to be made, but in other countries there are no 
choices; the company just has to be locally incorporated. 
In general the aim is to associate oneself with the country 
in which one is operating, and this is usually better achieved 
through local incorporation. It is obviously important to 
have a commercial set-up which will satisfy the aspirations 
of the local staff and make them as commercially effective 
and aggressive as possible. 

Up until the Second World War, a lot of the business, 
particularly in marketing, was conducted through branches 
of UK incorporated companies and I still have horrible 
memories of branch accounts in foreign currencies. 
Operations through branches are usually adequate for 
relatively small and simple operations, but not when 
operations become large; these need separate local identity. 
Although there are still quite a number of UK incorporated 
companies, their seats of operations have in many cases 
been transferred overseas and they have become non- 
resident UK companies with UK taxation arising only on 
dividends received less relief, in most cases, for foreign tax 
suffered. 

When operations are carried out through locally incor- 
porated or non-resident UK companies, care must be taken 
that the mind and management of the company is clearly 
seen to be vested in the local company. The degree of 
delegation of authorities to the management of the sub- 
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sidiary companies in matters committing the shareholders 


is a question of general group policy, but there could be 


taxation consequences if it could be shown that the company 
was in fact being managed, for example, from the UK. 
Not only could this bring the local company within the UK 
tax net, but the local fisc could equal-y well endeavour to 
bring the managing company within its own tax jurisdiction. 

A word or two on capital structures of new or established 
companies might be useful. Just as in this country there is 
no rule-of-thumb ratio between fixed capital and other 
sources of finance, so do the same sort of considerations 
apply to overseas companies in having a fixed share capital 
not too much out of line with the total capital employed. 
In some countries the maximum percentage of dividends to 
share capital is fixed by law, and in some others where 
exchange control exists there may be problems of obtaining 
remittance rights for apparently high rates of dividends. 

In a new venture, particularly a high risk one, it is, of 
course, sensible at the outset to have the minimum amount 
of share capital and to finance the operations primarily from 
loans. If and when the operation starts to generate surplus 
funds, these can be applied immediately towards the 
repayment of the loans irrespective of the fact that there may 
still be an adverse carry-forward on profit and loss account 
which could preclude the declaration of dividends. 


Financial considerations 


I am sure you will appreciate that, for a large international 
group with a considerable number of cperating companies 
established overseas at different stages of development, it is 
essential that a policy of centralizing liquidity should be 
followed. This means that companies which are at the stage 
of generating cash surplus to their requirements should 
remit this surplus to the centre, and that the centre should 
then be able to use this accretion of casa to provide finance 
to companies which are at the development stage, and are, 
therefore, absorbing more cash for investment than they 
are generating. In effect, we have at the centre a group 
company which acts as a banker to other group companies, 
and this is the policy followed by many other international 
groups. 

The transfer of money across the exchanges used to be 
very much restricted in the days of bilateralism. In recent 
years, however, most countries have completely removed 
restrictions regarding the remittance of money for ordinary 
trading activities, such as the payment for supplies and for 
the servicing of loans or equity capital. Indeed it might be 
said that payments in the category of current transactions 
are, by and large, liberalized throughout the world. This 
liberalization does not, however, apply to capital 
transactions. 

If we may take the UK as being fairly typical, the controls 
on outward investment are basically designed to protect 
the balance of payments, by ensuring either that the over- 
seas investment is one which will produce a very quick 
return, or that if it is not likely to preduce a very quick 
return — and this must normally be the case where an 
investment involving the building of a plant or the exploita- 
tion of a mineral reserve is concerned ~ that the investment 
is largely financed by borrowing overseas. Most of the 
restrictions which still exist around the world are of this 


type. 
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I should add that in most countries the restrictions are 
applied with a fair amount of flexibility, and that the 
decisions are discretionary and administrative rather than 
statutory. I am glad to say that over the years, our own 
group of companies, in common with other oil enterprises 
based in the UK, has generally been able to obtain fairly 
favourable treatment in regard to investment overseas; 
on the whole, there has been very little frustration of 
investment proposals by the UK exchange controls. I wish 
I could pay the same tribute to all the countries whose 
controls bite on the activities of our operating companies. 


Intra-group pricing 
It is sometimes suggested that the distinction between 
management accounting figures and corporate figures is 
particularly necessary within a multi-national group 
because such a group will manipulate its prices between 
the various group companies so as to achieve the best tax 
result. | 

Nobody would dispute that the tax effect of particular 
transactions is important, and other things being equal — 
which they generally are not — a group of companies would 
prefer to invest and maximize its profits in those countries 
where tax is lowest. But whatever flexibility there may have 
been in the past, the freedom to manipulate prices arti- 
ficially between companies in different tax regimes does 
not exist in the sophisticated tax world in which we live 
today. I would not question the fact that undetected 
manipulation goes on in certain cases, just as all forms of 


‘tax evasion go on, but I do suggest that the scope for 


manipulation within the law is very limited. 

Nearly every tax law has some section designed to pre- 
vent companies under common control from ‘fixing’ prices 
to the detriment of the particular country’s exchequer. For 
instance, the UK tax authorities can substitute the price 
which would have been obtained if the transaction had 
taken place between independent persons, if they have 
reason to believe that UK companies are dealing artificially 
with foreign companies within the same group in order to 
gain tax benefit. 

The US authorities have taken very wide powers to deal 
with the same problem and these powers enable them to 
‘distribute, apportion, or allocate gross income, deductions, 
credits, or allowances’ so as to reflect what the tax authori-. 
ties consider to be the proper situation within a group of 
companies. I should also mention that, quite apart from the 
national tax legislation, all bilateral tax treaties have some 
clause dealing with price manipulation, since they are all 
designed not only to relieve double taxation but also to 
prevent evasion of tax. 

So the real answer is that taxation authorities have sufh- 
cient powers to stop abuses, and they freely use them if they 
suspect manipulation. Admittedly, there are cases where 
prices are difficult to determine and where the taxpayer. 
may reap some advantage by giving himself the benefit of 
the doubt and going undetected; but the other side of this 
coin is that double taxation often arises because two tax 
authorities both give themselves the benefit of the doubt 
and impose prices which result in more than the total 
profits being taxed. 

To revert to the question of management accounting 
within a group; if transfer prices are kept consistently at 
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commercial levels (which, as far as essential bulk com- 
modities are concerned, can be fairly reasonably established) 
there is no call for adjustments to be made to the corporate 
results of the companies involved in the intra-group 
transactions to assess their individual performances. 


Group consolidation 

The present position is that our group consolidation is 
carried out quarterly in London, using an IBM 360/so. 
For the first three quarters of the year the consolidation 


` covers the income statement, capital expenditure, and other 


items to enable a source and disposition of funds statement 
to be prepared, together with all the supporting financial 
and statistical schedules. At the year-end, of course, a 
fully-detailed balance sheet and schedules are produced. 
Accounts are received from about 350 companies, and 
these companies’ accounts incorporate their own sub- 
sidiary companies and the results of the associated com- 


. panies in which they have a shareholding. Altogether there 


are close on 600 active companies in which there is a group’ 
controlling interest. 

All accounts are rendered in sterling and overseas com- 
panies transmit their figures against a standard: code by 
telex or by cable. Some days prior to the due date of the 
returns a meeting is held in London, attended by the senior 
finance people, to discuss any adjustments which may be 
necessary for items which for some reason or other have 
not been included in the various companies’ returns. The 
number of these adjustments are not very large and we get 
rid of them as soon as we can, to the operating companies 
concerned. 


The time-table for the first three quarters of this year calls 


for the receipt in London of all accounts by the morning 
of the 26th day of the month following the end of the 
quarter. Two days, involving 15 hours of computer time, 
are spent feeding in the input and having it accepted. That 
which is not accepted because of transmission errors, wrong 
coding or arithmetical errors must be corrected, if necessary 
by going back to the company concerned. The computer 
starts its run at 6 o'clock in the evening of the 27th and the 
retrieval of the schedules takes about six hours. The full 
job is available on the morning of the 28th and the applic- 
able schedules are distributed to the finance units and other 
functions concerned for vetting and satisfying themselves 
that no nonsenses have crept in regarding the companies 
within their parishes. 

Bearing in mind that Shell Transport & Trading Co Ltd 
has a 40 per cent interest in the Royal Dutch/Shell Group, 
Shell Transport has not been obliged under the various 
UK Companies Acts to prepare consolidated accounts, but 
nevertheless work did start soon after the Second World 
War to prepare a group consolidation. In 1954 we published 


half-yearly accounts, and in 1955 we went to quarterly 
accounts. At that time about 250 majority owned companies 


were included in the consolidation and the accounting 
returns from non-UK companies were in local currencies. 
We then had a permanent group accounts staff of 35, plus 
eight temporary assistants drawn from operating companies 
for each consolidation; the accounts were published about 
three and a half months after the end of the quarter, and it 


` was an achievement when we eventually got a newspaper 
‘headline ‘Around the World i in go Days’. 
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It was in 1960 that a feasibility study was started for 
putting the consolidation work on to an IBM 1401, and it 
was in the third quarter of 1963 that we relied on the 
computer completely, with the safeguard of keeping a 
manual dead log of net income, which we still do. At that 
time we received the operating companies’ returns by mail 
on standard forms with each amount supported by account 
codes and sub-codes for card punching by operators. The 


next development to combat mailing delays and to avoid. 


a considerable amount of card punching was that of receiv- 
ing the returns by cable or telex; initially these went 
through a tape-to-card conversion machine, but now the 
paper tape goes straight into the computer. 

The most recent development has been to re-program 
the whole job on to the IBM 360/50. The opportunity was 
taken not only to provide an integrated information flow 
to cater for management information requirements, but also 
to link the financial forecasts.to the group accounts pro- 
gramme. We now have a group accounts staff of 10; that is 
three seniors, four assistants, and a computer liaison section 
of three. Apart from the computer liaison sections, these 
staff are mainly concerned with the quarterly and annual 
accounts and do not deal with the putting together of the 
financial forecasts. 

What have we learnt from our experiences over the last 


20 years or so? I think you may find it useful if I go through 


the main disciplines we have found to be essential: 


(1) There must be standard accounting principles laid down 
for group accounting purposes, overriding whatever local 
statutory accounting requirements there may be. In actual 
practice the differences are not that many and in any case 
statutory accounts are, of course, prepared in local currency, 
whereas the group accounts are in sterling. The original 
preparation of our complete Manual of Accounting Principles 
took about four years. 


(2) There must be strict discipline for agreement of i intra-group 
current accounts, intra-group share capitals and invest- 
ments, and intra-group trading transactions. 


(3) There must be strict adherence to the time-table. If — 
through catastrophe of one kind or another — it is not pos- 
sible for a company to meet the time-table, they are let off 
the hook and an estimated return is built up for them in 
London. 


(4) Any major accounting problems should be raised with the 
centre as they develop, and be squared away before the 
accounts are rendered. 


(s) Trite as it may sound, plan ahead for possible major ` 


occurrences. For example sterling was devalued in Novem- 
ber, 1967, but it was on the cards for some years before it 
happened. We carried out an exercise in 1965 to ascertain 
the implications and what special instructions would need 
to be given to operating companies if and when devaluation 
of sterling occurred; this early exercise really paid off and — 
although we went through a harrowing time — we did 
manage to stick to our original time-table and have the 
1967 accounts completed in the early days of March 1968. 

(6) This should go without saying to this gathering; maintain 
the closest consultation at the centre with the group 
auditors and at operating company level with the local 
auditors. 


So much for the disciplines, and now for some homely 
words of advice: 


(1) Do not rush your fences on computerization for a large- ` 


scale consolidation. Get it well organized and running 
properly before giving up what you already have. Don’t 
imagine that the computer will save you money on a con- 
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solidation job; it won’t, but at least the extra cost should be 
balanced off by improved efficiency. 


(2) When a new company or group of companies come into the 
family do not expect them to be able to meet the group 
accounting requirements overnight; they will need nursing 
along with all the help you can give them, and it may be 
necessary to make temporary arrangements until they are 
properly organized to meet the full requirements. 


(3) Do not expect operating companies to advise the centre 
on the same day of the effect of unusual events. A correct 
answer after a week is better than an immediate wrong 
answer which takes a month to correct and reconcile. 


(4) Strive for reporting to be in a common currency. Although 
operating companies must, of course, set their internal 
targets, carry out their transactions, keep their books and 
prepare their statutory accounts in local currency, the 
historical reporting and forecasting to the centre in a 
common currency and common unit of sale does mean that 
both ends are talking about the same figures. 


Rates of exchange 


Perhaps one of the biggest areas of contention in a sterling 
consolidation is the rate of exchange to be applied to fixed 
assets. Prior to the devaluation of sterling in 1967 I think 
it is true to say that most international groups based in 
the UK, and certainly those based in the US, converted 
property, piant and equipment at the rates ruling in the 
periods of acquisition of the asset concerned. Depreciation 
provisions were converted at the same rates as the related 
assets. This of course is the classic textbook approach and 
it stood the test of time during a fairly lengthy period with- 
out too many major currency upsets. 

However, when sterling was devalued in 1967, a con- 
siderable amount of new thinking was applied, and many 
large groups in the UK changed over to the end-year 
rates of exchange for the conversion of their fixed assets. 
One of the main arguments for doing this was to ensure 
that, inflation apart, the annual provisions for depreciation 
would be related to the replacement cost of the assets in 
terms of devalued fs. 

There are many staunch advocates in the UK and 
throughout Europe of the closing rate method, but there 
are also those who argue strongly that the time has not yet 
come to depart from historical cost accounting. I will only 
say that we gave considerable thought to some form of 
restatement of asset values in sterling, not by one of 
complete revaluation which in our case is hardly a practic- 
able proposition, and it would be out of date before the job 
was finished, but by applying the new parity rates to assets 
held in countries which did not revalue with the £. After 
consideration of the pros and cons we came to the decision 
to maintain the status quo of historical sterling costs for the 
reason, amongst others, that further revaluation of curren- 
cies could be expected — which indeed has happened — and 
once you depart from a firm basis you may find yourself on 
a slippery slope with constant adjustments to asset values. 

Another very strong reason was that we could find no 
support at the time in American circles for any form of 
restatement of asset values. It is essential to have US sup- 
port for changes in accounting policies if one’s shares, like 
ours, are listed on the New York Stock Exchange, and are 
subject to Securities Exchange Commission regulations, 
if one wants to avoid having to prepare separate sets of 
accounts. 
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One other small problem on exchange rates which you 
will not find in textbooks, is that of a country which has a 
dual, or even multiple, rate of exchange; that is, differing 
rates for importation of certain supplies, injections of 
capital and for remittances out of the country, including 
dividends. This sort of thing is all very complicated and I 
can understand why the textbooks do not deal with it 
because every case has to be studied separately. The main 
problem is one of deciding whether to take the penalty on 
the outward remittance rate at the time the profits are 
earned or at the time the dividends are declared, which 
might be a long way down the road (if ever) — by which time 
the currency might have become more orderly. 


Associated companies 


The new requirements for dealing with the results of 
associated companies in the consolidated accounts of a 
group will no doubt raise quite a few problems for groups 
with overseas associated companies. Fortunately we adopted 
equity accounting back in 1964 so we have all the teething 
troubles behind us. 

The main problem is to ensure within reasonable bounds 
that the share of profit and loss taken up for group ac- 
counts has been computed in accordance with the group’s 
accounting policies. In cases where the investing group 
company is not the manager of the associated company, 
adjustments may be required of the figures reported by the 
associated companies to accord with group principles. 

Do not think that you will achieve the desired objective 
immediately. It will call for forbearance, understanding, 
and some give and take all round to get to the required 
reporting standards. 


Controllership 


No talk on accounting in general or in the international 
sphere would be complete without saying something about 
the control aspects. 

I have already sounded a note of warning about trying to 
manage an overseas business from outside that particular 
country, and it would be especially difficult to contemplate 
this if the company happened to be 10,000 miles away. 
When we think about accounting and the other financial 
aspects of treasury and taxation, it is just not practicable — 
even if it were desirable, which it is not — to attempt to 
institute forms of detailed control from the centre. Our 
concern at the centre is, firstly, to satisfy ourselves that the 
financial organization is sound and in this respect there is a 
fairly standard pattern throughout the group companies. 
Secondly, through our personnel policies of engagement, 
career development, annual staff reporting, visits to the 
companies, and regular visits to the centre, we follow their 
progress and their potential very carefully and plans are 
made well in advance to fill senior finance jobs in the operat- 
ing companies. 

The health of an operating company can be judged from 
many viewpoints. The level of its earnings and its return 
on capital are important, but these can quite well decline 
to unsatisfactory levels over a period for reasons quite 
outside the control of the local management. Rigid control 
of selling prices without corresponding controls on the 
costs of doing business can very soon put the company in 
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the red, but hopefully not for long. Other yardsticks for 
assessing the efficiency of the organization and appraising 
the results against targets are the controls on levels of unit 
operating costs, manpower numbers, levels of working 
capital, etc., etc., all of which the local management, which 
includes the chief finance man, are keenly interested in 
achieving or improving. 

We lay very great stress on internal audit as an aid to 
management in the operating companies. Internal audit 
is a local affair and reports to the chief finance man in the 
area. Quite apart from the practical difficulties of getting 
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staff prepared to be on permanent audit safari if they were 
to operate from the centre, we believe that the most effective 
service within the modern concept of internal audit can be 
achieved by local staff who can contribute to and gain 
experience from the services now required from internal 
audit. 

A senior politician once made the remark that ‘exporting 
is fun’. I should only like to say that being on the finance 
side of an international business is perhaps not always 
hilarious, but it is never without challenge and there are 
very few dull moments. 


What Can We Do About Inflation? 


A Political Problem 


by RICHARD BAILEY 


The main characteristic of political argument is that it is generally superficial, often 
irrelevant, and more often than not misleading. This was true of the prolonged argument 
over the parity of sterling and its relationship to the chronic balance of payments deficit 
of the 1960s. In the inflationary 70s the Opposition can do no more than reiterate stale 
debating points, while the Government has not succeeded in formulating a convincing 
set of policies or in making clear the nature of the problem of inflation. 

In this situation it is important to remember that inflation is not a peculiarly British 


problem. 


NFLATION is to be encountered in one form or another 

in all the OECD countries, which are facing up to it in 
various ways. Some idea of what these are, and, therefore, 
of the range of anti-inflation policies available to govern- 
ments, is given in a recent report from Working Party 
Number 4 of the Economic Policy Committee of the 
OECD entitled Present Policies against inflation (HMSO, 


-62p). 


so that there is no accepted prescription for its cure. 
Economists are even more divided than usual about what 
should be done. This is partly because the so called classic 
remedies for inflation — including the cutting down of 
demand, with consequent increase in unemployment — are 
not politically acceptable. More difficult, however, is the 
fact that full employment — which is acceptable ~ leads 
through excessive pressure on resources to inflation, which 
is not. 

Again, experience abroad may not be so helpful as might 
be supposed because inflation takes different forms, so that 
governments are facing different problems and pursuing 
different lines of action. With these cautions in mind it is 
nevertheless instructive to see how the major OECD 
countries have been attempting to control inflation. 


l Inflation is a political rather than an economic problem, 


Pressure on resources 


OECD includes among its full and associate members all 
the major West European countries, the United States, 
Canada and Japan. Australia became a member in June. 


All of these countries have been experiencing to a different 
degree the problem of inflation, in the sense that pressure 
on available resources has reached a level where increases 
in price no longer bring forward a corresponding rise in 
supply. This situation applies to goods and services, and its 
outward manifestation is prices rising faster than incomes, 
with a consequent decline in living standards. 


The two main sets of policies to deal with inflation 
operate on demand or on prices and incomes. In the 
OECD area the United States, Canada and Great Britain 
have operated tough demand-management policies. These 
have cut down the supply of credit by maintaining high 
interest rates and imposing restrictions on bank lending. 
As a result, unemployment has risen sharply and the 
governments responsible have become highly unpopular; 
or, as the OECD report puts it, ‘significant social and 
political costs have been incurred’. 

Action in the field of prices and incomes has been mainly 
in the private sector in the United States and in the public 
sector here. In both countries, firmness about wage claims 
has led to damaging strikes. In Sweden the authorities 
have by-passed the traditional bargaining procedures and 
ordered a return to work. A number of the smaller European 
countries have been able to maintain statutory price 
freezes or enforce wage pauses. 

The OECD report divides up the member countries 
affected by inflation into three categories. In the first 
group, the rise in consumer prices was ‘decelerating’ in the 
nine months up to January 1971. The countries in this 
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group are Canada, the United States, France, Austria 
and Denmark. Consumer prices are unchanged in the 
second group, including Japan, West Germany, Italy, 
Finland, the Netherlands, Belgium, and Sweden. In the 
third group, which includes Britain, Ireland, Norway, 
Spain and Switzerland price rises are still accelerating. 

It is interesting to notice in passing that none of the 
countries in the ‘accelerating’ price group are in the 
European Community. 


immediate policy issues 


In reviewing the various policies followed by member- 
countries, the OECD report asserts that none of them are 
now suffering from demand inflation, but rather ‘from 
cost inflation in various forms and degrees of intensity’. 
In determining their economic policies, governments have 
to guard both against the damage done by too vigorous 
a cutting-back of demand, and the havoc caused by 
attempts to raise It again in attempts to cure the un- 


~ employment which the restrictive policies have caused. 


The selection of the moment at which to reflate, and the 
methods to be used are critical. Policies to promote re- 
expansion by speeding-up manpower programmes have 
been tried in several countries. In the United States, 
manpower policy includes a trigger mechanism whereby, 
if unemployment exceeds a certain level, expenditure on 
training and resettlement measures can be increased without 
having to wait for new budgetary appropriations. The 
problem of differences in the level of activity between 
regions is particularly difficult in periods of inflation. 
The Netherlands government is concerned with this prob- 
lem, which in Britain is characterized by the rising level of 
redundancies in Scotland and the Northern region. 

The case for taking selective action whether for retrain- 
ing particular groups of workers or to revive declining 
regions is especially strong in the present situation of 
‘stagflation’, that is continuing inflation under conditions 
of stagnant output and rising unemployment. What this 
means is, simply, that the workers who become unem- 
ployed in the poorer regions do not themselves play a major 
part in cost inflation; but the fact that they are without 
work encourages the political pressures for excessive 
expansionary policies, which fan the inflationary flames. 

On the controversial issue of prices and incomes policies, 
the OECD report emphasizes the fact that inflation is 
basically a political rather than an economic problem. 
What is possible in one country would be unthinkable in 
another. As the report states, it is tempting to think that 
there would be “a basis for a bargain between the authorities 
and the employers and trade unions, with expansion 
coupled with social measures being traded for moderation’. 
This is what Mrs Castle was trying to do in the abortive 
industrial relations legislation of 1969 and what Mr 


. Robert Carr is hoping for from the Industrial Relations Bill. 


In practice, traditional attitudes and the structure and 
attributes of the central organizations of labour and 
business in industrialized countries make any agreement 
involving self-imposed moderation difficult to reach, and 
even harder to impose. All the major OECD countries have 
stated that they were not prepared to introduce general 
statutory price or wage controls in the present situation. 
The smaller countries have found however, temporary 
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statutory controls an effective means of breaking the 
momentum of a price/wage spiral. 


Public and private sectors 


The report draws attention to the problem of keeping 
developments in the public and private sectors in line. 
While there is agreement that governments should try to 
ensure that wage claims do not originate in the public 
sector, it is important that settlements in the private sector 
should not run counter to the general level. 

This situation has unfortunately arisen here where the 
clamp-down on wage increases in the public sector, 
notably in the Post Office and electricity supply, has 
created considerable uncertainty and discontent which is 
affecting productivity. Public sector industries should be 
able to operate in a commercial framework free from 
government intervention. Otherwise, as they account for 
only a small percentage of the total industrial turnover, 
the official concentration on measures to regulate their 
prices and wage rates can be counter-productive. 


External causes of inflation 


In our preoccupation with the difficulties of the domestic 
situation, it is easy to overlook the ways in which inflation 
is transmitted from country to country. The most immedi- 
ate cause is the impact on demand and incomes abroad, 
particularly in the smaller economies. This ‘burden 
sharing’ operation has the effect of easing demand pressures 
at home at the expense of creating them elsewhere. 

Rising import prices are another way in which inflation 
is spread, as these work their way through to export 
prices, affecting wage settlements on the way. A third 
factor is the monetary impact of a balance of payments 
surplus on the domestic money supply and hence in- 
directly on spending and prices. Short-term capital 
inflows are a special example of this. Also in these days 
when details of wages and prices abroad, particularly in 
the Common Market countries are readily available, there 
is a demonstration effect whereby large wage increases in 
one country affect industrial relations and wages in others. 

In the end, it is not surprising that the OECD report 
does not produce a blueprint for its member-governments 
to adopt. What can be done, and what needs to be done, 
varies so much from one country to another that the fact 
that all are suffering from variants of the same problem is 
obscured. 

The report concludes that it would help matters ‘if 
it could be seen more clearly that at the international level, 
there is the political will to face up to what is a common 
problem’; some joint action in the field of trade policy ‘to 
serve as a symbol of member-countries’ joint determination 
to tackle the present problem of inflation’. In other words, 
the publication of the OECD report is a tacit agreement 
that governments have largely failed to produce policies to 
conquer inflation and an affirmation of their need for any 
help that concerted action might bring. 

Perhaps the most important point brought out by the 
OECD is one that is not directly mentioned at all. This is 
that in a period of inflationary pressures the success of a 
government’s policies can be measured by the depth of its 
unpopularity rather than the reverse. 
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THE ACCOUNTING WORLD 


The Australian 
Scene 


by Our Australian Corressondent 


ITH the State parliament:. now in winter recess and the 

Companies Amendment Eills in cold storage, the spot- 
light of the Australian financial press has fallen increasingly on 
the activities of the hard-workinz Senate Select Committee on 
securities and exchange. 

British observers of the methods of Australian stock exchanges 
will not be surprised to learn that some of the procedures 
uncovered by the Senate committee have continued to lend 
support to the need for greater control of the securities industry. 
Such has been the impact of are of Minsec and Leopold 
Minerals [The Accountant Australian Supplement, April 29th] 
that few impartial observers continue to deny the need for some 
form of regulatory mechanism. 

Whatever agreement exists on this point, however, does not 
extend to unanimity of view of the type of organization needed, 
or whether it should be created by the Federal Government, 
State Government or through th2 stock exchanges themselves. 

The chairman of the select committee, Sir Magnus Cormack, 
has denied that he favours a naticnal SEC type control, despite 
the widespread belief that inquiries of the committee have 
created the presumption that a Commonwealth organization 
will be recommended. In the meantime, the New South Wales 
Attorney-General, Mr K. M. McCaw, has not felt precluded 
from expressing, in no uncertain terms, the view that the New 
South Wales Government would consider the establishment of 
such a body an unwarranted intrusion into State affairs. 


Undesirable practices 


In contrast to its dilatoriness in passing the proposed uniform 
amendments to company law, the New South Wales State 
Government has acted quickly ani unilaterally to form its own 
regulatory authority for the securities industry. From June 
ist last, the NSW Commission cf Corporate Affairs has been 
created under the control of a Corporate Affairs Commissioner, 
who was previously Registrar of Companies in the State. The 
Commission has begun its work, and proposes to take strong 
action to combat some of the undesirable practices which 
have been apparent during the Senate committee inquiries, 
not the least of which has been ‘insider’ trading in stocks and 
shares. 

In the meantime, the Sydney stock exchange itself has acted 
to improve its tarnished image, by introducing new ethical 
rules which now make it the tightest of the exchanges throughout 
Australia. Typically, the moves dil not arise from the brokers’ 
central body, the Australian Asscciated Stock Exchanges, but 
will nevertheless be welcomed as a decided strengthening 
of the control of market practices in Australia. 

Addressing 400 chartered accountants at the nineteenth 
annual congress of the Institute’s New South Wales Branch in 
Canberra, Sir Magnus Cormack gave a hint that future action 
along these lines would be welcomed by his committee, and that 
it would be likely to take some cf the heat from the Federal 
versus State controversy. 

Sir Magnus told his audience thet he did not believe Australia 
could go to any other country ard accept ‘holus-bolus’ some 
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of the forms and functions that they had used which were 
peculiar to their own societies — Australia should develop 
something which was uniquely Australian. He was sure that 
this could be done, and he hoped to see the industry itself 
taking action in the next two or three months along these lines, 
which would be an immense help to him as chairman of the 
Senate select committee, and to the brokers themselves. 

In the meantime, the committee continues its hearings, but 
not without criticism of its methods of eliciting information. A 
number of Australia’s most prominent businessmen have spent 
uncomfortable hours answering, without benefit of counsel, 
probing questions from a committee acquiring increasing 
expertise, and a sense for the detection of irregularities and 
shortcomings of the securities industry. The action of the 
committee in calling for the production of balance sheets and 
profit and loss accounts of share brokers for the last five years 
is another move which has angered members of the Stock 
Exchange, one of whom described the requirement as ‘invading 
the civil liberty and privacy of stockbrokers’. 

Whatever the merits of the present inquiry, the business 
community will await with much interest, and not a little 
trepidation, the report of the committee which must surely be 
approaching the end of its lengthy inquiries. 


Professional Liability 


ONCERN at the ‘open-ended’ nature of professional 

liability facing chartered accountants at present was ex- 
pressed by the President of the Institute, Mr J. R. Harrowell, 
F.C.A., at a recent press conference in Canberra. 

Mr Harrowell believed that the law had placed the public 
accountant in a position in which he might suffer damages for 
failing to uncover the negligent or fraudulent acts of others to 
an extent quite out of proportion to the damages which may be 
awarded against other individuals in the community. It was 
strange, he said, that the law could support an action by the 
directors against an auditor over a company’s financial accounts 
without taking into account contributory negligence. A balance 
sheet or profit and loss statement of a company was prepared 
by the company auditor, signed by its secretary under oath as 
being correct, attested by representatives of the board of 
directors as being true and fair and finally, reported on by the 
auditor. In his opinion, should the balance sheet be found 
wrong, the responsibility should fall on all those officers in 
varying degrees, according to the facts of the case. 

Such was the concern of the Institute at the public account- 
ant’s vulnerability under present conditions, that the Institute 
would shortly approach government authorities seeking some 
measure of relief. In doing so, however, Mr Harrowell stressed 
that the accountancy profession was not looking to shirk its 
proper responsibilities. 


Award for Company Reports 


HE standard of financial reporting in Australia is improving, 

according to Mr E. S. Owens, President of the New South 
Wales Division of the Institute of Management. Lest this 
observation engender a feeling of complacency on the part 
of the business community, Mr Owens, when announcing the 
result of the Institutes 1970 annual report competition, ` 
indulged in some trenchant criticism of continued weaknesses 
still evident, particularly in the presentation of profit and loss 
accounts. 

He considered that this was an area where a widespread 
reluctance to present information in a meaningful and consistent 
way left great scope for further improvement in reporting 
standards; there should by now have been one clear-cut 
universal definition of what constituted net profit. 

Referring to the presentation of balance sheets, Mr Owens 
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criticized the fact that, in the great majority of cases, debts were 
included among current assets, particularly in finance com- 
panies, thus giving a distorted picture of working capital in its 
normally accepted sense. 


Among other criticisms by the adjudiceting panel were: 


Lack of consistency in reference to prov-sions for sickness and 
holiday pay, and long service leave. 
Failure to disclose contingent liabilities in respect of leasing 
commitments. 
Inadequate reporting on the results of unconsolidated associated 
companies where they wete of significance. 
Inadequate reference to the number of employees, their 
salaries and wages, and training and d2velopment policies. 
Omission of a statement of funds; or, in cases in which one 
was included, errors of principle in the preparation of such 
statements. 
Larke Consolidated Industries Ltd wen the listed company 
division for the fifth time, and Trans-Australia Airlines was 
named the winner of the unlisted section on the third occasion. 


Society Executive Director-designate Appointed 


HE appointment of Mr Ronald F. Munro as executive 

director-designate of the Australian Society of Accountants 
was announced recently by the Counc:l of the Society. Mr 
Munro will succeed Mr C. W. Andersen, opp, who will 
retire at the end of the year. 

Mr Munro has been with the Commonwealth Department 
of Works since 1939 (including four years’ service with the 
RAAF) and has been Deputy Assiscant Director-General 
(Finance) since 1962. 


SOUTH AFRICA 


# H 





Engagement Letters, Prospectuses and 
Profit Forecasts 


OLLOWING the experience of the profession in the 

UK and in America, the National Council of Chartered 
Accountants (SA) favours the use of dent engagement letters 
to establish quite clearly the scope and function of the pro- 
- fessional services to be rendered. Whilst recognizing that the 
amount of detail to be included in engagement letters is a matter 
for the individual practitioner in particular circumstances, it is 
particularly emphasized that the review and evaluation of the 
client’s system of internal control forms an essential part of any 
audit and that the audit tests to be mace will be those that the 
auditor thinks necessary in the circumstances. 

An auditor’s responsibilities with regard to defalcations and 
irregularities are those of a reasonably competent and careful 
practitioner in the circumstances of the case, within the context 
of an examination designed to enable him to express his opinion 
and not of an investigation specifically cirected to the discovery 
of fraud — unless facts emerge which arouse his suspicion. An 
engagement letter should not be so framed as to create the 
impression that the auditor assumes Do responsibility with 
regard to fraud. 

Another guidance statement with regard to prospectuses 
points out that an auditor must consent not only to the content 
of his report but also to the context in which it appears, and that 
a statement which is in itself true may give a false impression in 
a particular context. For this reason, the National Council 
commends the practice of giving the client a draft of the auditor’s 
report, and signing the report later after examining a final draft 
of the prospectus. l 
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Under the rules of the South African Public Accountants’ 
and Auditors’ Board, it is regarded as improper conduct for an 
accountant to permit his name to be used in connection with any 
future estimate of earnings in a manner which may lead to the 
belief that he vouches for the accuracy of that estimate. For the 
guidance of chartered accountents who may be required to 
report upon profit forecasts, the National Council of Chartered 
Accountants (SA) recommends strict adherence to the principles 
laid down in statement S r5 Accountants’ Reports on Profit 
Forecasts, of the Institute of Chartered Accountants in England 
and Wales (The Accountant, May 3rd, 1969) which is reproduced 


in full with appropriate acknowledgement. 


WEST GERMANY 


Fortieth Anniversary 


OUNDED after the financial crises of the late 1920s 

and early 1930s had made apparent the necessity for the 
accounts of public corporations to be examined by qualthed 
and independent auditors, the German profession of Wirt- 
schaftspriifer now has about 3,000 members. The entry quali- 
fications are stringent, and normally include a university degree 
(or ten years’ approved professional experience), the submission 
of a thesis, and a written and oral examination. 

At the fortieth anniversary celebrations of the Institut der 
Wirtschaftspriifer held in Diisseldorf last month, the delegates 
included the Presidents of four of the United Kingdom bodies: 
Mr A. H. Walton, F.c.a. (English Institute); Mr G. C. Patterson, 
C.A, (Scottish Institute); Mr R. P. Crout, Fr.c.c.a. (Association 
of Certified Accountants) and Dr J. M. S. Risk, B.COM., C.A., 
F.C.W.A., J.DIP.M.A. (Institute of Cost and Works Accountants). 

In addition to the technical sessions, the programme included 
a banquet and ball at the Hotel Hilton, excursions to a variety 
of places of interest (including a Cistercian monastery and the 
‘4711’ factory in Cologne) and the premiere of Alban Berg’s 
opera Lulu. 

An exhibition of historic books and documents of profes- 
sional interest was held at the Wirtschaftspriiferhaus in Diissel- 
dorf from June 21st to July 2nd, the exhibits being on loan 
from several German libraries and public archives. 


UNITED STATES 


Finance Officers in Profile 


HE typical chief finance officer of a major American com- 

pany, most commonly designated vice-president-finance, is 
younger than his counterpart of five years ago, is better educated 
and receives greater compensation. Once regarded as only a 
‘score-keeper’, the chief <inancial officer today is likely to be a 
planner who generates management review systems as well as 
balance sheets and profit and loss statements. 

This information emerzes from a survey of the chief financial 
officers of the 500 largest industrial companies in America and 
247 other major companies. The median age of those participat- 
ing in the survey was 51, with salaries and bonuses in the range 
of $50,000 to $75,000 per annum, often with valuable fringe 
benefits such as stock options and insurance in addition. 

Although nine out of ten chief finance officers are college 
graduates, with MBA or law degrees predominating, it comes as 
something of a surprise to learn that only one in three of all 
those surveyed held a CPA certificate. In most companies, the 
logical next promotion from vice-president-finance would be to 
executive vice-president: and in the future the importance of 
finance, in comparison with marketing and manufacturing, 
should increase so that more presidents are likely to come from 
the finance function. 
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Hazards of Profit Forecasting 


T is an old dictum of the Press that names make news, and 

sometimes the ‘names’ must wisa that they didn’t. For example, 
at a time when the Institute of Chartered Accountants and the 
Take-over Panel and other auzust bodies are pontificating 
about the need for the greatest possible care in profit forecasting, 
it falls to Mr Stanley Dixon, M.A.. F.c.A., J.P., a former President 
of the English Institute, to admit to shareholders in Midland- 
Yorkshire Tar. Distillers that be forecast of the year before 
came unstuck. 

A year ago he stated in his review with the 1969-70 accounts 
that while no significant cont-ibution from heavy capital 
spending could be expected in tke year to March 1971, ‘never- 
theless our budget for that year suggests that trading profit 
should be marginally higher than that for the year to March 
1970. In the following year much af the plant should be brought 
into operation and provided that increased revenue can be 
obtained to meet the increased ccsts which now appear inevit- 
able, the period of growth should begin. We have looked ahead 
for five years and the picture ve have obtained taking into 
account only the processes whick have been approved to date 
gives us ground for confidence.’ 

Granted the forecast was only :n words. There was no hard 
and fast forecast in figures — which is probably just as well — but 
even the bare outline of a boardroom view has to be based on 
budgets. Plans and figures are implied. 


Revised budget 


‘Marginally higher’ trading profits could have been translated 
at, say, a 5 per cent increase. Bux sad to relate, trading profit 
was down from £966,044 to £684,297 and Mr Dixon is obliged 
to open his 1970-71 review by meking the point that company 
chairmen, unlike the Delphic oracle of ancient Greece, cannot 
hide their forecast behind a fog of double meanings and vague 
generalizations and ‘the discrepanzy between what was hoped 
for and what has been achieved is disclosed for all to see’. 

In the first quarter of the year everything went according to 
plan, but in the second quarter taere were ‘unexpected diffi- 
culties’ in the form of sharply inereased costs and difficulties 
in commissioning and developing new projects. These factors 
affected profits in the second half of the year to an extent greater 
than had been expected, so that in he final reckoning the group 
did not even live up to a revised Eudget — made after the half- 
year — that pre-tax profits, including the share of profits less 
losses of associated joint venture companies, would not be less 
than 75 per cent of the 1969-70 figure. 

Mr Dixon poses the question tha: most shareholders will ask: 
whether this is a temporary setback or whether changed 
circumstances indicate that plans Dr the group’s development 
were based on wrong thinking. ‘Sc far’, Mr Dixon comments, 
‘we have no reason for believing that these plans have been 
jeopardized.’ 


Tempting providence 


At the same time there seems to kave been a basic change in 
trading circumstances even though inflation of all costs is a 
problem shared by most chemical companies operating in world 
markets. Mr Dixon reports that adjustment of selling prices 


sufficiently to recoup additional costs has not been achieved and 
until these adjustments have been made ‘profits will be less than 
satisfactory’. Possibly tempting providence, Mr Dixon adds 
‘Prices of chemical products must surely harden in time, 
although any benefits may well be offset by the effects of another 
year’s round of wage increases.’ 

Inevitably the forecast of the immediate future is cautious 
in the extreme and Mr Dixon, who is retiring as chairman, has 
no intention of making a precise forecast against which his 
successor might be judged a year ahead. Five new plants are 
due to be commissioned during the next few months and the 
experience with one particular plant commissioned in the past 
year has emphasized the length of time that may be needed to 
bring these plants into full production. 

Another round of wage increases has just been negotiated 
and the successful development of the company depends on its 
ability to meet competition in world markets at a time when 
foreign competition is a powerful factor at home as well as 
abroad. 


Sober assessment 


‘Taking all known factors into account, ‘a sober assessment of 
the results to be expected for the year to March 31st, 1972, 
suggests that the profit will not be substantially different from 
that for the year just ended.’ Capital spending during the year 
totalled £885,000, with £797,000 outstanding at the year-end, 
and nothing that happened during the year led the directors to 
have any doubts as to whether this spending should have been 
sanctioned or whether, when completed, it will make a satis- 
factory contribution to the growth of the company. 

The high level of capital spending, the setback to profits and 
the commissioning troubles on new plant have combined to 
cause the adoption of a change in depreciation basis. Hitherto, 
plant brought into operation at any time during an accounting 
period was depreciated at Inland Revenue rates for the whole of 
the 12 months. Under the changed basis the depreciation charge 
is being delayed until the plant could normally be expected to 
be in commercial production, at which stage depreciation will 
be applied more quickly. The change in capital allowances 
introduced from October 1970, including a 60 per cent write-off 
in the first year, meant that Inland Revenue rates were no longer 
appropriate in any event. 

New plant will now be depreciated at the annual rate of 25 
per cent on the reducing balance, the first charge to be in respect 
of the half-year after that in which the plant is first put into 
operation. The depreciation charge at £576,000 in the present 
accounts was high, due to the closure of certain tar plants; a 
major contribution towards the cost was recovered out of the 
price paid for crude tar. 


Changing emphasis 

The company in its present form resulted from the 1967 merger 
between the Midland Tar Distillers and Yorkshire Tar Corpora- 
tion but, as noted in this column a year ago, the original 
tar business is now contracting at an accelerated rate owing to 
the lack of raw material; Gas Boards are closing down coal 
carbonizing ‘plants. Replacing traditional tar business is the 
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development of a range of chemical and other products derived 
from tar and petroleum. 

The group is moving its emphasis, therefore, from a declining 
industry into one where there is already both considerable 
capacity and considerable competition. The pace of inflation 
appears to have upset the calculations on which the new 
product development plans were based aad unless the retiring 
chairman is being unduly conservative, the prospects for an 
early return to the 1969-70 profit level are not particularly 
bright. 


The Reason Why 


INANCIAL summaries or ten-year records, call them what 

you will, show a company’s earnings trend but unless there 
is help from knowledge of the company or its industry, or 
memory of varying economic conditions, the figures are difficult 
to put into the context of the events of the time to which they 
refer. A welcome, then, for The Victoria Carpet Company in 
their completely remodelled and excellently presented report 
which contains ‘Comments on the year’ at the foot of each year 
in the ‘Financial Summary 1967-71’. 

The reader sees at a glance that in 1966-67, when turnover 
was {2,778,000 and pre-tax profit £236,200, it was ‘a year of 
increased costs and indirect taxes with a prices freeze’. The 
following year, with sales at £3,108,000 and profits £452,000, 
saw “UK sales at a high level and the start of the benefit of 
reorganization in Australia’. By the end of the following year 
turnover had risen to £3,459,000 and profits to £493,000 and 
the comment is that this was ‘A record year. UK round of price 
increases, Australia started Tufted production.’ 

‘Turnover was easier at £3,327,000, as were profits at £400,000 
in 1969-70, with ‘Consumer spending depressed and cost 
inflation’ but ‘Australia, a very successful year’. And in the past 
year, with turnover improving to £3,368,300 but profits falling 
back to £338,000, the comment is ‘UE consumer spending 
continuing depressed — overheads rising rapidly. Australian 
economy falling back.’ 


Management Policy 


T is always interesting to read the management philosophy 

of industrial holding companies or conglomerates and at the 
same time to wonder how it is that any of them should ever 
come to grief. The policy of Scotcros, the Glasgow-based 
group, is to concentrate on a limited number of growth ventures 
‘within our sphere of competence’. 

In management, the main board encourages enterprise and 
interferes as little as possible with operating company manage- 
ments, but at the same time ‘exercises financial control over their 
destiny’. New techniques are being employed to control the 
use of working capital and to encouraze reinvestment into 
selective fixed capital projects. Central costs are recovered from 
subsidiaries by charges incorporated in their own costing 
policies. 

Organization structure and staff “are chosen to release, and 
not inhibit, natural energies and human resourcefulness.’ A 
newly appointed director of personnel is introducing ‘educational 
programmes in depth and breadth’, and considerable attention 
is paid to inter-group management development. 

A corporate planning department has been formed and is 
‘meshed into the individual planning fur.ctions down through 
operating levels’. The board’s belief is that ‘disciplined and 
controlled planning is essential to success.’ 

For better communications with customers and employees, 
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a central marketing and public relations department has been 
established and is ‘freely available to all companies to assist 
their sales executives.’ 

All central functions are now located at the new Scotcros 
offices in Glasgow. 


Facts and the Public 


T is always demanded of commentators on the economic 
Be that they present their points in words that the public 
can understand. In his statement with the 1970-71 accounts 
of BPB Industries, Mr R. S. Jukes takes the view that ‘many 
speakers and writers are deliberately, or perhaps, unwittingly 
misleading the public about prices, profits and wage claims’, 
and considers that the Government is ‘failing to bring the true 
facts home sufficiently to the public’. 

Mr Jukes then quotes relevant facts derived from the 
Treasury’s Economic Progress Report (May 1971): 

‘Incomes from employment have risen very much faster than 
prices, particularly in 1970 when the total of incomes for the 
year amounted to £30,443,000,000, a rise of £3,268,000,000 
over the 1969 figures.’ E 

‘The total earned by companies to cover depreciation taxation, 
profit retained for expansion and dividends amounted in 1970 
to £4,280,000,000, i.e., 14 per cent only of incomes. The trend 
of net profit over the last two years has been downwards.’ 

Mr Jukes then immediately states: “These facts surely 
indicate beyond doubt that it is the increase in incomes which is 
pushing prices up.’ No doubt the facts do indicate the point 
beyond doubt but would the public at large or the man-in- 

| Continued on page 169 


MIDLAND-YORKSHIRE TAR DISTILLERS LIMITED 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
Year ended 31st March, 1971 





1970 





NOTES £ £ £ £ 
TURNOVER 1 11,421,053 11,343,303 
TRADING PROFIT 2 684,297 966,044 
OTHER INCOME 4 98,332 105,347 
782,629 1,071,391 
INTEREST PAYABLE 5 183,448 187,404 
GROUP PROFIT BEFORE TAXATION 599,181 883,987 
PROPORTIONS OF PROFITS LESS LOSSES 
(BEFORE TAXATION) OF ASSOCIATED 
JOINT VENTURE COMPANIES 27,332 107,239 
626,513 991,226 
TAXATION THEREON 6 230,683 455,814 
NET PROFIT FOR THE YEAR 395,830 535,412 
DIVIDENDS 
Paid during year— 
Preference 6% free of tax perannum 9,423 9,423 
Ordinary, interim 5% 112,500 112,506 
Proposed— 
Ordinary, final 6% 435,000 168,750 
256,923 290,673 
RETAINED PROFIT 7 £138,907 £244,739 
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MIDLAND-YORKSHIRE TAR DISTILLERS LIMITED 


July 29th, 1971 


NOTES FORMING PART OF THE ACCOUNTS—continued 


a first floating charge on the whole of the property and assets of the 
fter up to 3ist January, 1978, at par. 


le or in part: 


, 1973, at 101%. 


mable in who 


to 31st Janua 


p 
On 1st February, 1973, and therea 


U 


During the year £5,000 debenture stock was redeemed at a cost of £3,653. The total stock redeemed to 


The debenture stock is securea by 
date is £157,350, 


company and it is redee 


(a 
(b 


18. LOAN CAPITAL (Continued) 


the whole of 


31st March, 1971. None of the 
ole or in part, at the option 


eemable in wh 


at par. On 29th February, 1992 
elled up to 


This stock ts red 
before 31st December, 


to 28th February, 1992, 
f £687,194 purchased and canc 


p 


the stock outstanding becomes redeemable at par. 


The balance of 54% 


ncelled may be re-issued. 


unsecured loan stock of Yorkshire Tar Corporation Limited represents the amount 
oration Limited, 


unsecured loan stock is redeemable, at the option of the company, in whole or in part on 28th 
and thereafter u 


1987, 


ally issued less the amount o 


urchased and ca 


The 74% 
February, 
origin 
stock p 


and thereafter up to 30th 
par. Under 


is redeemable at 


1975, at 102% 
1980, 


The balance outstanding at 31st December, 
26th March, 1971, the rate of interest on th 


54% with retrospective effect from 1st January, 1971. 


December, 1980, at 101%. 
the terms of a deed dated 


of Yorkshire Tar Corp 
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19. CAPITAL EXPENDITURE 


Aggi ugale auiwunt of capital expondituro author- 


ised by the directors not provided for in these 


accounts 
Contracts placed up to 34st March, 1971, for 


657,000 


448,000 
146,000 


1,044,000 


797,000 


205,500 


275,000 


267,000 


expenditure included above 
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SR the-street or whatever description 1s used be in the slightest 
EE degree swayed by those two paragraphs? 
E With the greatest possible respect to Mr Jukes this column 
SE begs very much to doubt. 
ao Members of ‘the public’ are entirely unimpressed by figures 


ded for in these accounts as follows: ; 
may be made by a company in which a subsidiary has an investment. 


tax liabilities on realisation of investments by subsidiaries. 
has undertaken to increase its interest in an associated joint 
000 to enable the associated company to finance its initial capita 


liabilities in currencies other than sterling have been converted at rates ruling 


and of fixed assets at rates ruling on the dates of acquisition of such assets. 
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73,000 


£277 ,348 


Group 
204,348 


ption account (Yorkshire Tar Corporation Limited) 


1970 
Amount appropriated this year 


oan stock redem 
Ac 31st March, 


17. RESERVES (Continued) 
(c) L 


The amounts above do not include the sum of £711,652 being pre- 


acquisicion appropriations of the subsidiary. 
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Limited loan stack 


receivable on capital expenditure 
g year fess transfers (Group 


f debentures and cancellation of 
£51,116, Company £28,000) to taxation equalisa- 


Yorkshire Tar Corporation 
Realisation of properties and investments 
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Amount written off Goodwill 


(170,536) 
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such as £30.443,000,000 for total incomes and £4,280,000,000 
for profits of companies. They are concerned with the fact 
that the price of butter has gone up again and so has the price 
of milk, cheese, meat, vegetables, electricity, gas, coal, fares, 
clothes, paint and anything else they buy. Therefore they, or 
the trade unions for them, demand more money. They will stop 
demanding when either they are convinced that demands will 
mean lost jobs or when prices for the time being stop rising. 

Comparing £30,443,000,000 with {£4,280,000,000 will not 
convince the public of anything. Mr Jukes, it should be noted, 
was complaining not of the pace of inflation nor of its conse- 
quences but of the failure of the Government and of speakers 
and writers to make the facts sufficiently clear. 


Plain Figures 


EEDLE INDUSTRIES GROUP is now well into the 

second half of its current financial year and it is decidedly 
tardy of this column to comment on the group’s 1970 accounts, 
but as the comment concerns their style rather than their con- 
tent, there is no great urgency about the timing. 

The flow of the report is good and its content is clear and 
concise, particularly ‘Results at a Glance’ and ‘Sources and Use 
of Funds’ which appear at the beginning of the report proper, 
after the index, financial calendar and group information (the 
latter being merely the list of directors, and so on). The chair- 
man’s statement and directors’ report are plainly presented and 
the accounts admirably laid out, with the notes adequately 
spaced. 

Group statistical information relates sales, profits and capital 
employed, in terms of return on capital employed, net cash-flow, 
capital expenditure, dividend cover, book value of assets per 
share and earnings per share. There is nothing extraordinary 
about Needle Industries’ report and accounts but they support 
this column’s oft-maintained view that there is no real sub- 
stitute for plain figures properly presented. 


You and Me 


NE gets so used to chairmen writing in their annual 

reviews of ‘the group’ or ‘the company’, and ‘the board’ and 
‘the company’s’ properties, that it is something of a surprise 
to find a chairman following the old style and calling share- 
holders ‘You’. Mr J. H. B. Atley, chairman of May & Hassell, 
the timber group, states that to obtain an increase of £126,584 
to £832,346 in trading profits ‘I have had great help from your’ 
staff at head office’. 

He tells shareholders ‘the sale of your Bristol land brought in 
a considerable amount of money’. Bristol properties at Bristol 
City Docks had to be closed and sold and operations moved to 
Avonmouth ‘where you have a 24-acre site about one mile from 
that deep water port’. 

“The cost of interest charges on the credit facilities necessary 
to maintain the increased level of turnover achieved by your 
group has been a constant burden’ is an acceptable way of 
reporting, but to be proud of presenting good figures ‘in view 
of the sluggish demand for your commodities during the last 
year’ is stretching the possessive. f 

But Mr Atley is a possessive-type writer. On the subject of 
the decision to sell properties and close down at Poole he writes: 
‘For years I personally tried to make this branch into a viable 
concern, but even with this effort it was impossible to show 
any profit.’ 
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City Notes 


OT entirely setting aside a sneaking suspicion that he 

may have overdone the consumer spending largesse, 
the City and the stock-market have now lived with Mr 
Barber’s economic package lorg enough to get used to it — 
long enough to begin to look, even at this early stage, for 
the immediate results from it. ` 

Once again the stock-marke-, after a period of hope and 
anticipation, is confronted by fact. That invariably calls a 
halt for a time. 

But it will not be long before hope and anticipation have 
their effect all over again. Initial evidence of some increase 
in, consumer demand and boardroom interest in the 
acceleration of re-equipment programmes — or even the 
taking out and dusting down of long pigeon-holed expan- 
sion plans — will, in the time honoured stock-market phrase, 
‘help sentiment’. 

People insisting on waiting for an equity setback to 
provide buying opportunity may well find they have 
waited too long. But what is redationarily good for equities 
can hardly be good for gilts. 

Lower interest rates do not appear as a development in 

‘near future’ terms. The gilt-edged market immediately 
signalled this after Mr Barber's statement — and the signal 
is unlikely to change. 

But equities are where the -nterest lies and the signals 
are set in favour. 


N theory, Mr Barber has nct pushed credit charges to 
the extent that the Crowther Report recommended, but in 


` practice he may prove to have cone just that. The prospect 


that control of hire-purchase terms may return will almost 


certainly mean increased emphasis being put on personal ` 
loan facilities as a means of consumer credit. 

That, in its turn, will mean increasing competition 
between the clearing banks and the leading hire-purchase 
finance companies — in which, incidentally, the banks have 
substantial trade investments. Those investments have 
even more substantial appreciation over book values. 

At a time when cash-flow jaa lot if not everything, and 
when release of pent-up resources is imperative, the banks 
may yet look at their hire- -purchase finance trade invest- 
ments and wonder whether the investments are now more 
competitive than complementary. 


ID Trust Houses and the Forte group marry in haste? 

The question needs to.be asked when the main board 
divides down the middle into Trust Houses and Forte 
factions over the matter of the dismissal of Mr Michael 
Pickard, F.c.a., from his position of managing director. Mr 
Pickard remains on the Trust Houses Forte board, but 
quite clearly the board cannot indulge in leisured repent- 
ance over either the marriage of the two companies or 
the managing directorship. 

Mr Pickard has been dropped because of his connections 
with the British Printing Corporation and the DTI ~ 
inspectors’ criticism of his management there and his 
involvement in the International Learning Systems 
Corporation. But the vote to dismiss him has so split the 
Trust Houses Forte board that doubts must arise as to 
just how far the joining together of the two companies has 
gone in producing a true merger. 


RATES AND PRICES 


Closing prices, Monday, Fuly 26th, 197I 


Tax Reserve Certificates: (26.4.71) Companies 44% ; 
24+% surrendered for cash; Personal 4% 


Bank Rate . 
Nov. 9, 1967 .. .- 64% seb. 27, 1969 .. i 8% 
‘Nov. 18, 1967 .. ,, 8% Mar. 5, 1970 .. ,, TRG 
Mar. 21, 1968 .. ,, GA ` April 15, 1970 .. sa “Gey 
Sept. 19, 1968 .. se 37% April 1, 1971 .. ,, Dë 
Finance House Base Rate -July ist, 1971. 7% 
Treasury Bills 
May 21 .. £5°6276% “une 25 .. £5 591770 
. May 28 ,, £56318% ole 2 .. £5°5925% 

June 4 .. £5°6090% “uly o Sg Ts3700% 
June Ir .. £5°6064% “aly 16 »- £5°5396% 
June 18 . £5°6070% ` Duly 23 - £5°5638% 
| Money Rates | 
Day to day .. 44-54% Bank Bills 
o days Ss 4-6% 2 months 63-64% 
Fine Trade Bills 3 months 64-61% 

3 months Kë 4 months 63-64% 

4 months .. 474% 6 months 62-62% 


6 months .. 


Foreign Exchanges 
New York .. 2°4188 Frankfurt 8:3765 
Montreal 2°4622 Milan - 1507°85 
Amsterdam 8:5970 Oslo 171920 
Brussels . I2005 Paris 13:3355 
Copenhagen = 1831360 Zürich 9°8815 
Gilt-edged 

Consols 4% ge , 42$ Funding 64% 85-87 .. 85 
Consols 24% .. 2 ag Savings 3% 65—75 1. 8945 
Conversion 34% .. -» 39% Treasury 9% 1994 -- 98} 
Conversion 54% 1974 .. 97% Treasury 64% 1976 -> 97$ 
Conversion 6% 1972 .. 100% Treasury 34% 77-80 .. 774 
Funding 34% 99-04 .. 45% Treasury 34% 79-81 .. 754 
Funding 4% 60~go .. 97} Treasury 5% 86-89 .. 694 
Funding 54% 78-80 .. 874 Treasury 54% 08-12 -.. 64 
Funding 54% 82-84 .. 824 Treasury 2% .. -- 27k 
Funding 53% 87-91 .. 73% Victory 4% ‘ee 96xd 
Funding 6% 1993 vie. Ga War Loan 34% .. .. 38} 
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Preparing for Value Added Tax 


HE changeover to decimalization has 
now been effected, and, with metrica- 
tion still to come, it seems that the essence 
of living in the modern environment is 
to be always preparing for something 
revolutionary rather than evolutionary. 
The shortcomings of this year’s Green 
Paper on value added tax were highlighted 
at a conference arranged in London last 
week by the Management Studies Centre. 
The salient question in everyone’s mind 
was whether or not VAT is intended even- 
tually to replace existing taxes across the 
board, or just purchase tax and selective 
employment tax. As most taxes were first 
imposed on the populace of the United 
Kingdom -~ aristocracy and plebeians 
alike — on a once-for-all plea, and have 
been with us ever since (no matter by 
what name they are called) there is 
naturally an inbuilt apprehension that 
VAT is just another tax. 


A neutral tax 


What has to be realized is that — unlike 
purchase tax, which is collected at one 
stage — VAT is to be collected by instal- 
ments. It is not a multi-stage, cumulative 
or ‘cascade’ tax, as are some turnover 
taxes, but a neutral invoice tax. The buyer 
pays the tax, which is shown on an invoice, 
but in calculating his own liability. when 
he sells the product, he is able to deduct 
the whole of the amount of VAT he 
suffered when purchasing it. . 
Exemption from paying the tax can be 
claimed by small traders with a negligible 
turnover, farmers, fishermen and food 
purveyors, banks, building societies and. 
life assurance companies. Broad as these 
categories seem to be, exemption may not, 
however, be as advantageous as might at 
first appear. In the words of the Green 
Paper, ‘exemption for a transaction means 
that no liability to account for tax to the 
tax authorities arises when the transaction 
is performed. Equally, the trader under- 
taking the exempt transaction is given 
no credit by the tax authorities for any 
tax invoiced to him by his suppliers’. Mr 
Henry Toch, senior lecturer in Economics 
and ‘Taxation, City of London Poly- 
technic, illustrated that in a competitive 
situation, it might well pay a trader to ask 
to be taxed, even if he was selling exempt 
goods, for the sake of obtaining relief. 
Mr Toch referred to the Green Paper’s 


mitted to undertake, during the life of 


abolition of the selective employment tax 
and a radical simplification of a tax system 
which has been allowed to become too 
complex and discriminatory.” It goes on 
to say that the replacement of purchase 
tax and SET by a broad-based value 
added tax was therefore a clear candidate 
for inclusion in the Government’s tax 
reform programme, and that preparations 
had been put in hand to introduce legis- 
lation in due course, In his opinion the 
first step in the right direction was that 
bodies such as chambers of commerce, 
trade associations and the Confederation 
of British Industry should make repre- 
sentations to the Chancellor for clarifica- 
tion of the Green Paper itself before any 
legislation finds its way on to the statute 
book. 


Capital inputs 

For example, said Mr Toch, a novel 
feature of the proposed tax is the treat- 
ment of capital inputs, bearing in mind 
the suggestions for “exempted and parti- 
ally exempt traders’. The Green Paper 
states that: “In the EEC countries the 
possibility of adjustment runs for five 
years following acquisition of the capital 
asset, and at the end of each of those five 
years one-fifth of the amount initially 
claimed as credit can be increased or 


TOTAL TAXES (INCLUDING SOCIAL 


reduced according to the actual Govern- 
ment pro rata percentage calculated for 
that year.’ 

As Mr Toch pointed out, in view of the 
fact that the aim of the tax was to be com- 
prehensive, factors which discouraged 
the claim for exemption should not be 
restricted; and that, furthermore, allow- 
ing for 20 per cent depreciation allowance 
each year disregarded the factor of 
obsolescence, which has been reflected in 
income tax and corporation tax for a 
very long time. The effect of the ‘capital 
input’, continued Mr Toch, seems to be 
that investment would not be en- 
couraged, and this was surely wrong in 
an economy where private sector invest- 
ment was notoriously high. 

Although examples in the Green 
Paper of net VAT liability were all cal- 
culated on a levy of 10 per cent, many 
observations were made at the conference 
by the audience — composed in the main 
of financial directors of leading industrial 
organizations — as to what would be a 
reasonable rate for a fully comprehensive 
value added tax. Unquestionably, if taxes 
like petrol tax, tobacco tax, purchase tax, 
SET, and (albeit optimistically) income 
and corporation taxes, were to be sub- 
rogated, a rate of no less than 25 per cent 
would have to be levied; indeed it would 


SECURITY CONTRIBUTIONS) AS A 


PERCENTAGE OF GNP AT MARKET PRICES IN 1968 


Total Taxes on income Social security 
taxes on on total contributions 
and house- corpora- of which, 
contri- holds tions paid by 
butions ' employers 
Belgium 33-0 8-1 2-1 10:2 9-5 6-0 
France 36-9 4-7 1-8 6-5 14-5 10-8 
Germany 34-2 8-1 2-1 10:2 11-1 n.a 
Italy 30:4 5:0 1:7 6-7 11:2 n.a 
Netherlands 37-8 10-4 2:8 13-2 13-4 9-9 
EEC average 34-4 73 2:1 9-4 14-9 n.a 
United Kingdom 34-4 10-6 2-5 13-1 5-1 2-6 
Norway 38-2 12:3 1-5 13-8 9-2 4-7 
Denmark 34-7 15°3 1-0 16:3 1-9 n.a 
| Sweden 42-3 18-6 1°6 20-2 8-2 4-3 
foreword; “The Goyernmient “iss cOme. feed 
USA 30-0 10-9 4-7 13:7 5:3 2-8 
Japan 18-9 3-9 4-0 7-9 3-5 2-2 


this Parliament, a major reform of the 
taxation system that will include the 
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probably have to be at this level even 
if the latter two taxes remained. 

Mr Toch had circulated various notes 
and tables to the audience pror to his 
address, one of which illustrated the 
current or proposed rates in 2uropean 
and Scandinavian countries taat have 


already introduced VAT. It was most 


interesting to note that France, which 
introduced the tax in 1954-55 — no less 
than 13 years before any other country — 
had a standard rate of 23 per cent, a 
reduced rate of 7-5 per cent, an inter- 
mediary rate of 17-6 per cent anc a luxury 
rate of 33-3 per cent. The lovest rates 
(10 per cent) existed in Luxembourg and 
Italy who had introduced the taz in 1970 
and 1972 respectively. 


Comparative burdens 


Whilst on the subject of comparative 
national taxation levels, Mr Toch sought 
to dispel the current fallacy that the 
British were the most heaviy taxed 
nation. His point will be taken From the 
table on page 171 of officially published 
statistics in 1968 showing total taxes 
(including social security cont-ibution) 
expressed as a percentage of gross national 
product at market prices ruling in the 
USA and Japan, as well as the European 
and Scandinavian countries. 

No country can ignore the cost of 
administering any type of taxation, but 
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in the case of VAT the administrative 
load and costs would not be confined 
to the government, because special records 
would need to be maintained by industry 
covering all transactions liable to or 
exempt from the tax. For the small trader 
who does not keep records at present, 
there will be the prospect looming before 
him of a considerable amount of un- 
productive paper work; otherwise he 
will stand no chance whatever of claiming 
any relief in respect of VAT that he has 
to collate: from invoices inwards. This 
might be a blessing in disguise for the 
accountancy purists who do not agree 
with any trader having incomplete 
records, because the improvement of 
accounting procedures — even mechani- 
zation — will be essential. Nevertheless, 
the cost of such improvements, whether 
under the direction of accountants or 
not, cannot help but be unwelcomingly 
high. 

From the aspect of national cost, at 
present there are some 65,000 taxable 
entities (companies and sole traders) 
paying purchase tax, and it is estimated 
that VAT will be paid by two million. 

What, then, will be the effect of ad- 
ministrative costs on prices? This is one 
sphere where comparisons cannot be 
made with other countries because each 
country introducing VAT had a different 
tax structure which it replaced. Any 
increase in price levels would depend on 
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the rate of VAT, and although one could 
assert that on goods subject to purchase 
tax the introduction of VAT at 10 per 
cent would result in reduction in prices, 
at what level would the break-even point 
come? 

The National Economic Development 
Council’s report on VAT stated that in 
Germany there was no increase in prices 
but this was due to VAT having replaced 
a more complicated turnover tax. In 
Denmark the country whose situation is 
considered most comparable with the 
UK, prices rose by os per cent in the 
first six months due mainly to VAT being 
levied on food and services. Fortunately, 
the Green Paper contains a proposal to 
exclude food from the UK imposition, 
hence some of the exempted categories. 

The effect on prices is thus, at the 
moment, arbitrary; without more infor- 
mation of governmental intentions no 
tangible appraisal can be made. 

The conclusions of the conference 
were under three heads: first, that inter- 
national comparisons were always dan- 
gerous; secondly, that the small trader 
would no doubt be hard hit, and even 
forced to amalgamate; and thirdly, that 
there is an urgent need for industry in all 
its branches to thrash out the matters 
which were left open in the Green Paper, 
and to enter into meaningful discussion 
with the Chancellor through any available 
agency. 








Taxation 
Cases 






Bridge House (Reigate HOI Ltd v. Hinder 
In the Court of Appeal — May 4th, 1971 


(Before THE MASTER oF THE RoLLs (Lord DENNING), Lord 
Justice SALMON and the Lord Justice Stamp) 


Income tax — Capital allowance — Catering business — Trade 
effluent — Sewer connected with company’s drains ~ Contribution 
by company — Whether capital allowance would have been made to 
sewerage authority — Whether company’s contribution qualifies for 
capital allowance — Pollution of Rivers Act 1876, section 7 — 
Rating and Valuation Act 1925, section 9 — Public Health Act 
1936, sections I4, 20, 26, 29, 30 — Public Health (Drainage on 
Trade Premises) Act 1937, section: 5, 7 — Income Tax Act 1952, 
sections 279, 280, 332 — Finance Azt 1952, Schedule 6, paragraph 
T4 — Finance Act 1963, sections 4C, 73 (4). 


The company carried on business as a caterer, and at one time 
had its own means of disposing cf its trade effluent. Later the 





public sewer was extended by about 650 yards, and was con- 
nected with the drains at the company’s premises, and there- 
after received and carried the trade effluent. The company made 
a contribution to the cost of extending the sewer; and the 
company claim initial and annual capital allowances under 
section 332 (3) of the Income Tax Act 1952 as amended by the 
Finance Act 1952, Schedule 6, paragraph 14, and as applied to 
contributions to the treatment of trade effluents by the Finance 
Act 1963, section 4o. 

It was contended for the company that the sewerage authority 
in providing the extension of the sewer provided ‘an asset to be 
used in the treatment of trade effluents’ within section 40 (1) of 
the Finance Act 1963. It was contended for the Revenue that 
the sewer extension was not an asset to be used for that purpose, 
but was one for the purpose of carrying away sewage, and not 
for the purpose of treating it. The General Commissioners 
decided in favour of the Revenue. 


Held (affirming the judgment of Mr Justice Ungoed- 
Thomas): the General Commissioners’ decision was correct. 


Horton v. Young 
In the Court of Appeal — May 6th, 1971 


(Before THE MASTER OF THE Rotts (Lord DENNING), Lord 
Justice SALMON and Lord Justice STAMP) 


Income tax — Sub-contracting bricklayer — Travel expenses — 


Whether allowable — Income Tax Act 1952, section 137 (a). 
The taxpayer carried on business as a bricklayer, and made 
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contracts with a builder for work on various sites on which the 
builder was erecting houses. The taxpayer was paid at hourly 
rates and by weekly cheques. He kept a cash-book made up on a 
weekly basis. The taxpayer was the leader of a bricklaying team 
which generally consisted of three men, and he collected the 
other men in his car and conveyed them to the site. The 
members of the team were paid by the builder. 

The taxpayer paid wages to his wife for work in paying in and 
drawing cheques, typing occasional estimates, writing up the 
cash-book and repairing his working clothing. In the lounge 
of his house he had an office table, a typewriter and a number of 
files for business papers. 

The taxpayer was assessed under Schedule D for 1968-69. 
It was contended for him that the motor expenses ({291) were 
wholly allowable as a deduction in computing the amount of the 
assessment. It was contended for the Revenue that the part of 
the travelling expenses relative to travelling between the 
taxpayer’s home and the building sites was not allowable for 
tax purposes; and that the capital allowances in respect of the 
taxpayer’s car should be reduced to such proportion as was 
attributable to business use. The General Commissioners 
decided in favour of the Revenue as to the travelling expenses, 
and allowed only £100, and also in favour of the Revenue as to 
capital allowances, and determined those in the sum of £33. 


Held (affirming the judgment of Mr Justice Brightman, 
[1970] TR 319): the taxpayer’s travelling expenses were wholly 
and exclusively expended for the purposes of the trade, and were 
therefore deductible. 


Parkin v. Cattell 
In the Court of Appeal — May 5th, 1971 


(Before THE MASTER OF THE ROLLs (Lord DENNING), Lord 
Justice SALMON and Lord Justice STAMP) 


Income tax — Property transactions — Rent-controlled properties — 
Sold with vacant possession — Taxpayer engaged in building 
trade — Whether trading transactions — Change of mind by 
Inspector — Whether discovery — Income Tax Act 1952, sections 4T, 
I75, 510 — Income Tax Management Act 1964, section 5 (3). 


The taxpayer purchased four rent-controlled houses in 1954, 
1956 and 1957, and sold them in 1957, 1958, 1959 and 1962 
respectively with vacant possession. Between May 1953 and 
December 1962, he was involved in other purchases and sales, 
and those properties (except one) he bought from his father, who 
had held them as investments. All those other properties except 
one were occupied at controlled rents when the taxpayer bought 
them, and were sold after they had become vacant. 

The material transactions were within the knowledge of 
previous Inspectors of Taxes, who made no assessment thereon, 
and the assessments were made by an Inspector who changed his 
mind as to the taxability of the transactions. 

It was contended for the taxpayer that as the properties had 
been sold by him only because they could not be re-let at an 
economic rent, and as the taxpayer did not have any selling 
organization, for those and other reasons the transactions were 
not trading transactions. It was also contended that there had 
been no discovery because neither a new primary fact not 
previously revealed, nor a previous mistake in law, had come to 
the notice of the Inspector. It was contended for the Revenue 
that on the facts the transactions were transactions of trade; and 
that neither of the two suggested restrictions sought to be 
placed in the way of a discovery were competent. The General 
Commissioners decided against the taxpayer on both issues. 


Held (affirming the judgment of Mr Justice Brightman, 
[1970] TR 367): the General Commissioners’ decision was 
correct. 
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Fleming v. Associated Newspapers Ltd 


In the Court of Appeal — May 12th, 1971 


(Before THE MASTER OF THE Rous (Lord DENNING), Lord 
Justice SALMON and Lord Justice STAMP) 

Income tax — Publishing of newspapers — Expenses — Hospitality 
to informants and contributors — Whether business entertainment — 
Whether exempt — Income Tax Act 1952, section 140 — Finance 
Act 1965, section I5. 


The company carried on the business cf publishing the 
Daily Mail, The Evening News and Weekend. It also syndicated 
news items, feature articles and other copyright material 
published in those periodicals. In the course of getting in- 
formation the company incurred expenses in the provision of 
hospitality in the form of meals or drinks or both for informants 
and contributors, and some of this hospitality was paid for by 
the company’s employees, and was reimbursed by the company 
to them. Experience had shown that the provision of hospitality 
assisted the company in obtaining information and in en- 
couraging existing or potential contributors to provide, or 
continue to provide, material for the business. 

The company was assessed under Schedule D for 1965-66, 
and it claimed to deduct £67,143 for the above purpose. Nearly 
two-thirds of the £67,143 represented the reimbursement of 
employees for money paid by them in providing hospitality, 
and a little over one-third consisted of payments to senior 
employees of round-sum allowances for the purpose. 

It was contended for the Inland Revenue that the sums in 
question were non-deductible pursuant to section 15 of the 
Finance Act 1965. It was contended for the company that the 
sums in question were excepted from the section by the words 
in section 15 (9) ‘expenses incurred in... the provision by any 
person of anything which it is his trade to provide’. The Inland 
Revenue contended that these words were confined to the 
providing of things immediately provided by persons whose 
business it was, as in the case of caterers, to provide entertain- 
ment. The Special Commissioners decided in favour of the 
company. 

Held (reversing the judgment of Mr Justice Megarry, [1970] 
TR 329): the expenditure in question was not on entertainment 
which it was the company’s trade to provide; and therefore it 
was not deductible. 


National and Grindlays Bank Ltd v. Ball 


In the Court of Appeal — June 23rd, 1971 


(Before Lord Justice RUSSELL, Lord Justice FENTON ATKINSON 
and Lord Justice STAMP) 


Corporation tax — Deed of covenant by bank — For benefit of 
employees’ children — Whether covenanted sums deductible by bank 
— Income Tax Act 1952, section 137 (a) — Finance Act 1965, 
sections 52, 53. 


The bank made a deed of covenant with trustees for the payment 
of specified sums towards the education of the children of 
expatriate officers of the bank. The covenant was for seven 
years. 

The bank contended that the sums thus paid were deductible 
in computing its profits for the purposes of corporation tax. For 
the Revenue it was contended that the payments were not made 
‘under a liability incurred for a valuable and sufficient considera- 
tion’, as required by section 52 (4) of the Finance Act 1965. The 
Special Commissioners decided in favour of the taxpayer. 


Held (affirming the judgment of Mr Justice Ungoed-Thomas): 
the bank’s liability was not incurred for valuable consideration 
and the sums in question were non-deductible. S 
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EQUIPMENT NOTES AND NEWS 


Facade or Necessity? 


ITTING at desks is something that is inevitable for ac- 

countants, executives and directors; which makes office 
furniture rather essential. Sheer self-respect will induce a pride 
in surroundings, giving rise to a desire for comfortable chairs, 
shapely desks, attractive carpeting and decorative cocktail 
cabinets. Even filing cabinets might be considered aesthetically. 
Certainly President Office Equipment of St Albans provide a 
range of precision-made, well-finished models that would do 
justice to any office furnishing. 

The President filing cabinet is the result of painstaking 
research and modern design, culminating in a product that is 
both functional and long lasting but at the same time having 
the good looks of fine wooden furniture. Metal cabinets have 
been in vogue for such a long time that there is almost an in- 
built resistance to change; the question of fire resistance might 
also be raised. 

In point of fact, the wooden cabinets are made of top quality 
teak or sapele veneers, and a recent independent and impartial 
fire test brought to the fore some interesting disclosures. Whereas 
a metal cabinet conducted heat rapidly, causing the contents to 
ignite within three and a half minutes, the President cabinet 
insulated and protected valuable documents, so that after seven 
minutes fierce heat they were only charred very slightly and 
remained legible. 

There are other features that must be commendable to users, 
such as full-width handles (none of the jutting type) a special 
locking system, and a unique drawer assembly giving strength 
and support, as well as providing easy, smooth opening and 
closing. Prices for the three-drawer model are £28-go in sapele 
and {33°25 in teak, and for the four-drawer model £33-90 in 
sapele and £38-go in teak. 

The same manufacturers market filing cupboards which are so 
adaptable that they can be used for lateral and assorted files, for 
storage, as wardrobes, and even as room dividers. Indeed 
flexibility seems to be the keynote of various plans for efficient 
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Two President desks shown back-to-back, with a President LSUID lateral filing unit forming a 
desk divider and providing storage for files and data. A vertical filing cabinet is shown on the 


right of the picture. 
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A shaped-top desk by Alan Cooper of Lancashire. 


and attractive office furnishing; in this respect a work-station in 
desk-top format should be mentioned. This is composed of 
desks, a cupboard for storing data, and a cabinet for filing, 
situated so as to be an acoustic pinboard. With such a work- 
station, the individual can utilize the minimum of space in an 
open-plan (or close-plan) office, without distraction from 
background noise. 

A wide variety of desks and matching office furniture ac- 
cessories is also available from Alan Cooper of Lancashire, who 
have designed a shaped-top desk to meet either managerial or 
conference needs. This particular desk features a gently curved 
front and shaped overhang which can be combined with table 
sections to form a compact boardroom or conference unit. The 
top measures 84 X 39X 14 in. and is inlaid with vynide to provide 
an attractive working surface. Pedestals contain deep and shallow 
drawers and lock independently from the face. 


Roll-front Cabinets 


Another space-conserving unit is the roll-front storage cabinet. 
Fifteen years ago Intercraft Designs of London pioneered the 
modern type of roll-front door, called the tambour front (or the 
invisible roll-front), as when closed the slats were indiscernible. 
The roll-door is cut on a machine adapted from a paper guillotine 
and is made from a single piece of wood; Intercraft modern- 
ized the ancient Chinese technique for 
making hand slatted roll-fronts, and 
now produce teak and oak cabinets in 
eight sizes. 

The obvious advantage of roll-fronts 
is that no drawers need open out to 
take up valuable room space, and 
there are no sliding doors which block 
part of the access; the roll-fronts just 
slide away into the cupboard unit. 
Intercraft claim that the sales of 
units has increased over the last five 
years from 1,500 to 12,000 a year, and 
attribute this to the flexibility of the 
cabinets in the conserving of space in 
the modern office environment. 


Decimal Postage Meters 
PITNEY-BOWES’s range of decimal 


postage meters caters for small, 
medium or large volumes of mail. Of 
the four available methods, the smallest 
is the Simplex, a desk-top hand- 
operated machine which will print any 
of 25 alternative postage denominations 
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from 4p to in in one impression. Higher values for 
packages and parcels may be printed by ‘double-tripping’ as 
envelopes pass through the machine, and it will optionally 
print a meter postmark advertisement. The keeping of a post 
book is made unnecessary by the automatic balancing of credit 
and totalling registers. 

For larger volumes of mail, model 5510 provides exactly the 
same service as the Simplex but with the added advantage of 
being able to moisten and seal envelope flaps in the same 
operation. Electrically driven for general speediness, it is 
available with the choice of a small meter with postage de- 
nominations ranging from Ap to 1094p, or a larger meter from 
4p to 9994p to which is also fitted an item counter. 

Very large volumes of mail can be dealt with by two high- 
speed models, the 5470 and 5610. The former can be hand-fed or 
linked with an automatic feeder to mechanize and speed up 
operations further, and the latter is the largest and fastest of the 
Pitney-Bowes postage meters, being specially designed to 
operate by automatically feeding, meter-stamping, sealing and 
stacking envelopes at very high speed. Both these machines are 
available with a choice of large or small meters and will auto- 
matically dispense a meter-marked tape for parcels or packages, 
moistened or dry, at the touch of a button. 

All the machines may be purchased, rented or leased. At the 
lower end of the price range is the Simplex, with a basic pur- 
chase price of {105 or rental of £33 per annum (including 
maintenance), and at the top of the price range is the 5610 with a 
basic purchase price of £645, or a leasmg arrangement to suit 
requirements. 

Full details may be obtained from the Information Depart- 
ment, Pitney-Bowes Ltd, The Pinnacles, Harlow, Essex. 


Electric Decimal Add-Lister 


AT a basic cost of approximately £ 50, the Omal 8/go Add-Lister 
carries many features which are only available on machines 
in a much higher price range. These are a total capacity of up 
to £9999999'99, a credit balance, credit/debit indicator, two- 
colour printing, and a non-add key. It is claimed that this is a 
high speed compact machine of robust quality which has power 
and precision and will give a low cost change-over to decimals. 

Omal Group Ltd, North Circular Road, 
London NWrio. 


Space-saving Filing Case 


At half the price of a conventional filing case, 
the Lawco FC-5 has recently been introduced 
by Lawtons of Liverpool at a price of 373p 
each. The cases arrive flat - hence a big saving 
in storage space — and can be assembled in 
seconds simply by folding. 

Before use, a pack of 20 FC-s5s is about the 
size of an average suitcase whereas 20 conven- 
tional filing cases need as much storage space 
as a four-drawer filing cabinet. Between use, : 
FC-5s do not become battered and collect dust, 
as they can be flattened and stored neatly away. 
When in use they are rigid, sturdy and stable, 
and are styled in white and blue, having a 
side panel for the recording of contents. Handy 
on the desk-top, they may be racked on 
standard 15-inch shelving to provide a clean, 
accessible filing system; when assembled they 
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Business Efficiency Exhibition 


INDUSTRY’S major shop window — the Business Efficiency 
Exhibition — will be taking place in 1971 from October 5th to 
13th, occupying 200,000 sq. ft in the Grand and National Halls 
of Olympia, London. 

The Business Equipment Trade Association (BETA), 
organizers of the exhibition, intend to present a better, broader 
and brighter show than ever before. The exhibition will have 
a new style, a new advisory centre, a new ‘ideal office’ feature 
complex and a new ‘down-to-earth’ programme of seminars. 

Exhibits will fall into one of three classes: for example, 
class one will include accounting systems, general office aids, 
and wage-paying systems; class two, ancillary business and 
office equipment, including vending and refreshment machines, 
and portable air conditioning equipment; class three is the 
service category for business and office services, including 
banking, leasing, finance, professional services and computer 
bureaux. 
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are able to take papers up to foolscap size. 
Lawtons of Liverpool Ltd, 60 Vauxhall 
Road, Liverpool. 


years’ service award to Mr E. F. Lewis, managing director, at the company’s recent 
dinner-dance in London. The total service of the 42 members of the company who 
received long service awards amounted to 605 years. 
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Student Roundabout 


FACTA NON VERBA 


PRIOR to their respective elections this 
month as Chairman and Vice-Chairman 
of the London CASS (referred to under 
‘Roundabout’ last week), Kevin Lennon 
and Michael Holmes issued a widely pub- 
licized ‘manifesto’ under the title Facta 
Non Verba which, they stated as joint 
authors, ‘was to give the reader some 
idea of the way they would like to see the 
Society expand its activities in the coming 
year’. Perhaps it was just as well that 
they took the precaution of mentioning 
that they did not ‘claim credit for all 
the ideas expressed in the document’. 
Much of the content was, of course, 
reiteration of what had been discussed 
in committee and much of it was known 
already to members of the Society. 
Nevertheless, the document does pro- 
vide a useful service in that it sets out 
in a concise manner the many tasks and 
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Kevin Lennon and Michael Holnaes 


problems which face the Society during 


the coming year. Of mounting concern 
are the limited facilities available at 43 
London Wall and in particular the fact 
that its lease expires in four years’ time. 
The authors refer to the application for 
accommodation made to the Barbican 
Centre as long ago as 1964 and put 
forward the view that a joint profes- 
sional students’ centre would be a viable 
proposition. 

The latter suggestion is a matter which 
has been aired on a number of occasions 
at meetings between the Society and 


students of other professional organiza- 
tions and has led to the recent formation 
of the ‘Liaison Group of Students in 
Professions’ mentioned elsewhere in 
‘Roundabout’ this week. 

Referring to the article on the training 
of articled clerks by Mr Kenneth 
Sherwood, F.c.A., in ‘Roundabout’ of 
July rst, the authors state that if this is an 
indication of the final recommendations, 
members have nothing to worry about 
and can but envy those students who will 
soon be commencing studies. They add 
that all prospective articled clerks should 
seek a firm commitment as to what 
opportunities are available in both large 
and small firms. The Society must, they 
state, be prepared to act in the interests 
of its members by ensuring a full range 
of training whenever small firms are 
unable to provide adequate experience. 

On education, they make the point 
that any increase in the number of 
courses already run by the Society will 
be wasted if the committee fails to con- 
vince both firms and members of the 
prospective benefits. The observation 1s 
made that some firms even refuse to 
allow students to attend courses. This 
area of misunderstanding must, it is 
stated, be tackled through greater pub- 
licity of the Society’s courses. 

Two and a half pages of the document 
are devoted to membership, and it is 
made quite plain that it is the committee 
who must inject some enthusiasm into 
members for more support for the 
Society. A booklet prepared by Peter 
Mulvey and Kevin Lennon on the aims 
and objects of the Society should, when 
available shortly, be of considerable 
assistance to the new member. 

‘Seasoned members’ form the bulk 
of the Society’s total membership and it 
is just as important that they receive 
‘sales talks’ as do new members, say the 
two authors. On the qualified member, 
they point out that he is merely trans- 
ferred to the appropriate list and invoiced 
for a reduced subscription; he is not 
informed of his new status, congratulated 
on his exam. success or invited to con- 
tinue his membership. 

All in all, this report has provided 
plenty of verba and facta for the Society 
to chew over. 


CHARTAC FC AT SHEFFIELD 


CHARTAC FC is the name of the newly 
formed football club of the Sheffield 
CASS. Although it is a widely accepted 
fact that football is one of the Society’s 
most popular sporting activities, credit 
for the formation of the club and the 
building up of enthusiasm of members for 
the idea must go to its first chairman, 
Phil Hall, a member of the Society’s 
committee. 

The Society will have two teams in the 
Sheffield Sunday Football League (which 
it succeeded in joining last year) — one 
in Division I and the other in Division IV. 
If the results of the Society’s matches 
played last season are anything to go 
by, their competitors will need to im- 
prove their play considerably ! 

Membership is restricted to paid up 
ordinary and honorary members of the 
Society and those wishing to join the 
club will, in addition, need to pay a 
fee of rop, payable in advance for the 
following 12 months - only then will 
they be entitled to play for the club. 


EXETER MEETINGS 


A CLEAR outline of the work of the District 
Valuer of Exeter was given at an afternoon 
meeting on July 15th for members of 
the Exeter CASS. Apart from a com- 
mentary on the duties involved, the 
speaker was not at a loss for relevant 
anecdotes and examples — in the manner 
of all good lecturers. A lively discussion 
followed and those who attended ob- 
viously benefited a great deal since they 
may well have to deal with the valuer 
in the course of their professional duties. 

Afterwards, the Society held its annual 
‘new members evening’ when new 
members were introduced to senior 
guests and to members of the Society’s 
committee who explained the objects 
and aims of the Society and encouraged 
them to take an active interest in its 
affairs. 

Formerly, this event has taken the 
form of cocktails and buffet supper at a 
local restaurant, but this year the 
committee felt the cost to be too high 
and it was decided to hold the meeting 
at the Seven Stars, Kennford. The 
Society provided the first round cf 
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drinks and a bufet, thus reducing the 
cost by a third, and, as an added bonus, 
the skittle alley at the Seven Stars pro- 
vided an opportunity for matches which 
helped members to get to know each 
other better. 


FIRST PLACE WINNERS 


THERE seems to be no end to the suc- 
cessful run correspondence courses have 
in examination successes — despite the 
ACASS view that they are of little 
benefit and suffer from many de- 
ficiencies. Top places in Parts I and II 
and twenty of the twenty-two prizes 
awarded in the Institute’s May Final 
exams (announced in last week’s issue) 
were achieved by studies through Foulks 
Lynch. 


Joseph Birkett, who gained First 


Place and the W. B. Peat Medal and 





Joseph Birkett Roderick Gray 


D 


Prize in Part II, was articled in September 
1968 to Mr Michael Blackburn, F.C.A., 
a partner in Touche Ross, of London, and 
is 24 years of age. Educated at Cocker- 
mouth County Grammar School, Cum- 
berland, he subsequently read account- 
ancy at Sheffield University and 
graduated with a first class honours 
degree. 

Only a year after entering articles he 
was a prize winner in Part I of the 
November 1969 exams, being placed 
second and winning the Walter Knox 
Prize. Thus, in a period of eighteen 
months he has taken first and second 
places respectively in the two parts of the 
Final. Congratulations to his tutors and 
also his firm for encouraging him. 

Outside accountancy, his interests are 
mainly in the area of sport — football, 
tennis, squash and golf — although he 
is also interested in photography. 

Roderick Gray, who obtained First 
Place, the Robert Fletcher Prize and the 
Deloitte-Plender Prizes for the papers on 
English Law I and II in Part I of the 
Final, has also achieved a place in a 
former exam — Fourth Place and the 
Walter Clifford Northcott Prize in the 
September Intermediate. 

Articled in October 1969 to Mr A. J. 
Taffs, F.C.A., a partner in Barton Mayhew, 
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of London, Roderick Gray was educated 
at Gilberd School, Colchester, and 
Birmingham University where he ob- 
tained a B.Sc. degree in pure maths. 

He is regarded by his office manager, 
Mr D. H. Jeeves, F.c.a., as one of the 
‘most conscientious and alert articled 
clerks we have’. Early in his articles when 
a costing job arose, he admitted that he 
knew little about the subject but took 
the trouble to swot up on costing straight- 
away and subsequently coped with the 
task most capably — ‘that is the sort of 
chap he is’, says his office manager. 

Married only a few weeks ago, he 
lives at Chelmsford, Essex; his wife is a 
qualified teacher whom he met at Bir- 
mingham University. On passing exams, 
his comments are ‘at lectures one tends 
to loose the thread of the subject — 
whereas one has to keep to a corres- 
pondence course schedule’. 


BILL DORMAN COMES 
TO TOWN 


THe hard-working chairman of the 
Education Board of ACASS, Bill Dorman, 
is transferring to the City office of 
Thornton Baker & Co, on August 30th. 
A five-year articled clerk, he has been 
with the firm’s Northampton office for 
the past four years. 

His presence in London will no doubt 
be helpful in administering Education 
Board affairs — and we understand his 
move is not dictated solely by the 
attraction of the bright lights! 
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DAY COURSE AT 
HUDDERSFIELD 


TAKE-OVERS and amalgamations, costing 
and interpretation of accounts are just 
some of the subject-matter which will 
be dealt with at a one-day course for 
members of the Huddersfield CASS due 
to be held on September 17th at Hud- 
dersfield Polytechnic. 

The course will be of considerable 
benefit to members and the Society’s 
committee would appreciate principals 
giving every encouragement to their 
articled clerks to attend. 


HUDDERSFIELD FIXTURES 


THE sports committee of the Hudders- 
field CASS are in process of arranging 
their soccer fixture list for the coming 
season and any society wishing to ‘take 
them on’ should contact as soon as 
possible, P. J. Bloom, B.A., c/o Wheawill 
& Sudworth, 35 Westgate, Huddersfield 
HDı 1PA. 


EXAMINATION MISS 


THE new Vice-Chairman of the London 
CASS, Michael Holmes, was unfor- 
tunately not among the several successful 
examination candidates named ‘Holmes’ 
listed in The Accountant last week. 
‘Roundabout’ regrets the misinformation 
in the note on his election to office as 
Vice-Chairman of London CASS. 


BIRMINGHAM CASS AT MERTON 


THERE is no doubt that whatever Bir- 
mingham CASS arranges for members, 
it is never done by half measures. The 
Society’s Oxford residential course from 
September 8th to 11th, again at Merton 
College, is no exception. There is an 
imposing list of speakers known both 
to students and the profession at 
large. 

Mr John Anderson, M.A., A.C.A., Mr 
R. C. Ind, SA, a.c.a., Mr ‘Mick’ 
Worthington, F.C.A., F.c.w.A., and Mr 
G. D. Goldberg, of the Faculty of Law, 
Birmingham University, will all be 
speaking on the full range of examination 
subjects for Parts I and II students. 
And that is not all! Other sessions at 
Merton will include a debate between 
Professor T. E. Gambling, PH.D., B.COM., 
F.c.A., and Professor R.. I. Tricker, 
F.C.A., F.C.W.A., J.DIP.M.A., as well as 
informal talks by Mr R. F. Griffiths, 
F.C.A., a member of the Council of the 


Institute and of the Examination Com- 
mittee, and Mr F. R. Brierley, a suc- 
cessful Midlands businessman, on ‘My 
life and my work’. 

Another feature of the course will be a 
mock interview between Mr T. A. 
Hamilton Baynes, 0.B.E., M.A., F.C.A., 
and a Chief Examiner of the Shares 
Valuation Division of the Inland Revenue. 
As in previous years, lectures will be 
followed by group discussions led by 
qualified accountants. 

It is expected that the course will 
attract a record number of applicants. As 
accommodation is limited to too only, 
members are advised to apply immediately 
for application forms from the Library, 
Fountain Court, Steelhouse Lane, Bir- 
mingham B4 6EA. These should be 
returned, with the remittance of £15, 
as soon as possible — the application list 
will be closed by August gth, or even 
sooner. 
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LETTERS TO ROUNDABOUT 


Education and Training 


Sir, — I reply to Mr Cook’s letter Round- 
about’, July 15th) suggesting a single set 
of pre-service examinations for all articled 
clerks attending nine-month courses at 
polytechnics. I feel this retrogressive idea 
can be attacked on two fronts. 


(1) To suggest that nine-month courses 
could become in any way a cram 
course leading to a national regurgi- 
tative exam, is to mistake the pur- 
pose of the courses. This purpose 
is partly a training one and partly, 
in the words of the Institute leaflet, 
‘to provide educational foundations 
... and to introduce him (the articled 
clerk) to concepts. . . 2 To remove 
from the lecturer the ability to teach 
to his own inclinations and substitute 
external pressures, is to produce the 
common level of mediocrity we 
thought the nine-month courses 
were an escape from. Surely the 
nine-month course is not just an- 
other professional exam cram 
course, it is more akin to the special 
scheme university and CNAA degree 
courses. 


(2) Far from saving effort, common 
exams would likely involve a 
difficult administrative task in setting 
them and a lengthy and tedious task 
in marking which would in no way 
reduce the effort overall. ‘There 
would not be any less papers to mark. 
This year we have produced our 
results within four weeks of the end 
of the exams and we shall do better 
next year. Do students really want 
the two-month delay usual with 
professional exams? 


In conclusion, the personal relationships 
formed by close contact between students 
and staff on nine-month courses are surely 
the best way of raising standards. 


Yours faithfully, 


ALAN H. MILLICHAMP, F.c.a. 
Senior Lecturer, 


DEPARTMENT OF FINANCE LAW AND 
GOVERNMENT, THE POLYTECHNIC, 
WOLVERHAMPTON. 


Sir, — With regard to Mr Ken Sherwood’s 
article (‘Roundabout’, July 1st), I fully 
agree that the multiplicity of methods of 
study available has probably led to general 
confusion among many principals, and I 
think it true to say that most tend to 
recommend the ‘tried and true’ corres- 
pondence courses, rather than the quicker, 
more efficient, oral courses, which may 
indicate cramming; I think that this is 
particularly true of the south-west, prob- 
ably because there are so few large firms 
here. 

It is also true to say that articled clerks 
work harder and for longer hours than did 
their predecessors, with the result that 
present day-clerks rather resent having to 


ACCOUNTANT 


spend all their remaining free time study- 
ing at home when it is possible to do a more 
‘realistic’ stint at home, combined with a 
good oral course, and probably stand a 
better chance of passing the examination. 
It is also generally agreed in this area that 
if ‘unqualified’ clerks (not articled) can do 
perhaps less demanding office work, 
receive a realistic salary and not have to 
study in the evenings, surely it is unfair 
to expect us to do more for less when 
there is an easier solution with a resulting 
better education. I believe that this com- 
bination of inadequacies can and does 
cause much friction between the articled 
clerk and his principal. 

Mr Sherwood also asks: ‘Has today’s 
student been taught to learn in a different 
manner from his predecessor?’ I would 
say that this is so, and that today’s student 
is aware of the relevant merits and demands 
of the various methods (this being parti- 
cularly true of degree students), and is 
therefore reluctant to continue his educa- 
tion in a more difficult and less efficient 
manner than that to which he is used. I 
also believe that the majority of students, 
whilst seeing the obvious time-advantages 
of a ‘cramming’ course, are also keenly 
aware of the possible dangers of so doing. 

Originally a basic correspondence tuition 
method was almost universally accepted, 
and there was no ‘student unrest’. It 


Students’ Liaison 


ONE aspect of the present-day change in 
attitude to the professions concerns the 
training and education of their students. 
The educational systems of all pro- 
fessions have, over a long period, gradu- 
ally changed from an apprenticeship 
system to one of graduate entry and, 
indeed, a university-based system, in 
order to maintain standards. 

The attitude of the students in the 
professions is one of a desire for a greater 
say in the matters which affect their 
training and future careers. Their pro- 
fessional student organizations have re- 
flected this attitude and are taking a very 
self-critical look at the way their pro- 
fessions should adapt to a changing 
society. In particular, how best to train 
their future members. 

As a result of this general view and 
recognition of the necessity of joining 
together in order to deal with matters of 
common concern, a number of the pro- 
fessional student organizations have 
formed the Liaison Group of Students 
in Professions. 

The organizations already involved in 
this Group are: the Associate Members 
Group of the Law Society, the Central 
Council of Bar Students, the Association 
of Chartered Accountant Students’ 
Societies, the British Architectural Stu- 
dents’ Association, the External Archi- 
tectural Students’ Association, the 
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therefore seems to me that the only answer 
now is to have a basic sandwich type of 
education, adapted to suit the available 
facilities in each area, but such a system 
would necessarily have to be co-ordinated 
between not only the Institute and the 
colleges, but also the principals, and be 
nationally implemented. This could then 
consist of basically: 


Intermediate: nine-month course at 
local approved college. 


Final I and II: correspondence course, 
with one day a fortnight local super- 
vision, interspersed with courses 
(ideally, set ‘blocks’ at intervals at a 
local college), plus an eight-week 
intensive revision course immediately 
prior to the examination. 


Obviously much depends on the facilities 
and finances available in each area, and 
also the number and concentration of 
students at each exam stage, but at least 
we can re-standardize the methods of 
education available to the majority whilst 
recognizing that the private sector will 
always exist, rather like public schools. 


Yours faithfully, 
MARY C. WILSON, 


Chairman, 


EXETER AND DISTRICT CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY. 


Group 


British Medical Students’ Association, 
and the junior organization of the Royal 
Institution of Chartered Surveyors. 

The aims and objectives of the new 
Group are three-fold: 


(1) to provide a forum where all the 
constituent organizations can discuss 
common problems (such as those 
arising from their training conditions 
of work, and the sources of their 
financial support), exchange ideas, 
and to become aware of one another’s 
methods of tackling such problems. 

(2) to take positive and concerted action 
to implement the policies designed, 
to solve the common problems 
referred to above; and to arrange 
publicity for such action. 

(3) to promote and encourage greater 
contact between the individual mem- 
bers of the various organisations 
concerned. 


This is the first time that so many 
differing professions have come together 
to join forces at this level; and although 
in its infancy at the present, it hopes to 
become an extremely effective and valu- 
able link between the organizations, 
looking after the interests of students 
generally. 

The convenor of the Group is Gavin 
N. McKenzie, a law student, and the 
first full meeting will be held on Septem- 
ber 16th. 
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Notes 


and 
Notices 





PROFESSIONAL NOTICES 


DvuarT-SMITH, BAKER & PRICE, of 
Gloucester and Ledbury, and EGGLETON 
GITTINGS & Co, of Gloucester and Chel- 
tenham, announce the amalgamation of 
their practices with effect from August 
Ist, 1971. They will practise in association 
with HARMOOD BANNER & Co, under the 
name of DUART-SMITH, EGGLETON & Co, 
from their existing premises. 


Leac, BricHt & Co, Chartered 
Accountants, announce that Mr ROBERT 
M. AYRES, A.C.A., is being admitted as 
a partner from August 1st. Mr AYRES 
has worked in the Worthing office of 
LEACH, BRIGHT & Co for the past three 
years. 


WHINNEY Murray ERNST & ERNST 
announce that their practice in the 
Republic of Ireland has been extended to 
Northern Ireland where in association 
with MCCULLOUGH KINNEAR & Co they 
have opened an office at Imperial House, 
Donegall Square East, Belfast BT'1 5FN, 
Northern Ireland. The practice will be 
conducted in the name of WHINNEY 
Murray Ernst & Ernst and the resi- 
dent partners will be Messrs S. H. 
LAUGHLIN, F.c.A., D. H. MONTGOMERY, 
F.c.A.. and J. T. MONTGOMERY, F.C.A., 
of the firm of Joun McCuLLoucH & 
SONS. 


APPOINTMENTS 


Mr a L. Elkington, F.c.a., secretary 
and financial controller of The Sheffield 
Twist Drill & Steel Company has been 
elected a director of the company. 


| Mr Geoffrey Fitton, F.c.a., has been 
appointed financial comptroller of Antony 
Gibbs & Sons, and Mr Christopher Gill, 
LL.B., A.C.A., has become secretary of the 
company. 
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Mr Colin Hay, A.1.M.T.A., has been 
appointed deputy county treasurer of 
Northumberland County Council. He 
is to succeed Mr Herbert Hay, A.1.M.T.A., 
who retires in November. 


Mr G. Jones, A.c.w.A., has become 
chief accountant of Duple Motor Bodies. 


Mr Roger C. King, A.c.c.A., has 
become secretary of Bourne Steel. 


Mr A. D. M. McDonough, 4.c.w.a., 
has been appointed chief accountant of 
F. Hill & Sons. 


Mr D. T. Shaw, A.c.w.a., has become 
systems designer of Shell U.K. 


Mr Gordon Smith, A.c.c.A., has been 
appointed to the board of Associated 
Sprayers. He will continue in his position 
as secretary of the company. 


Mr P. W. Woollard, A.c.w.a., has been 
appointed secretary of Reinforced Plastics 
Applications (Swansea). 


Mr G. W. B. Jennings, F.c.A., has been 
appointed to the board of Triplex Safety 
Glass Co. 





Mr G. W. B. Jennings Mr H. Snowdon 

Mr Harry Snowdon, F.c.w.a., has 
been appointed financial executive of 
Centrax Gears. 


Mr V. J. A. Underhill, a.c.c.a., has 
been appointed director of accounting 
in the finance division of Sterling- 
Winthrop Group, and Mr David 
Edmonds, A.c.w.A., has become con- 
troller of management accounting in the 
group’s finance division. 





Mr D: Edmonds 


Mr V. J. A. Underhill 


Mr R. A. Williams, A.c.w.a., at present 
deputy group management accountant 
of Eastern Electricity’s Northmet Group 
has been appointed group management 
accountant, Essex Group, in succession 
to Mr G. W. Ruck, F.c.a., who retires 
on August 13th. 
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REGIONAL ADVISORY COUNCIL 
FOR FURTHER EDUCATION 


Mr H W. Housley, F.c.a., of Notting- 
ham, has been appointed to serve as a 
representative of The Institute of Char- 
tered Accountants in England and 
Wales on the Panel for Business and 
Management of the Regional Advisory 
Council for the Organization of Further 
Education in the East Midlands. The 


appointment is for three years, ending in 


May 1974. 


ESTATE DUTY 


The Board of Inland Revenue have 
authorized the following extra-statutory 
treatment in the case of sales within three 
years of death of objects of national, 
scientific, historic, or artistic interest on 
which exemption has been allowed. 

Where on a death occurring on or 
before March 3oth, 1971, exemption from 
estate duty under section 40 of Finance 
Act 1930 and relief from capital gains 
tax have been allowed on an object as 
being of national, scientific, historic, or 
artistic interest and it is subsequently 
sold within three years of the death, 
section 39 (2) of Finance Act 1969 has 
the effect that there is no deduction for 
the relevant capital gains tax in arriving 
at the amount on which estate duty is then 
chargeable. Notwithstanding section 39 
(2) a deduction may in practice be 
allowed in respect of the smaller of (1) 
the extra capital gains tax which would 
have been chargeable at the death if the 
relief had not been allowed, or (ii) the 
capital gains tax actually charged as a 
consequence of the sale. 

A similar deduction may be allowed 
where the liability to estate duty arises 
because of a disposal (otherwise than by 
sale) within a period of three years from 
the death or because of the non-ob- 
servance within that period of an under- 
taking given when the exemption was 
allowed. 


SCOTTISH INSTITUTE 
APPRENTICESHIP GUIDE 


A new edition of the C.A. Apprenticeship 
Guide has recently been published by The 
Institute of Chartered Accountants of 
Scotland. The booklet is primarily for 
the use of the young man or woman who 
has decided that his (or her) goal is to 
be a Scottish chartered accountant, and 
is basically a guide to the courses of 
training and examination through which 
membership of the Institute can be 
obtained. 

Details are given of the three training 
schemes which are in operation: Scheme 
A for graduates who have studied 
accountancy in depth for their degrees; 
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Scheme B for other graduates, and Scheme 
C for school-leavers. There is also a 
special section dealing with the pre- 
liminary qualification requirements for the 
school-leaver apprentice. 

Copies of the booklet may be obtained 
from the Secretary, The Institute of 
Chartered Accountants of Scotland, 27 
Queen Street, Edinburgh EH2 ILA, or 
from any local secretary of the Institute. 


SEMINAR ON VISIBLE RECORD 
COMPUTERS 


The Institute of Cost and Works Ac- 
countants is to hold a one-day seminar on 
“The practical use of visible record com- 
puters’, at the Hotel New Ambassadors, 
Upper ‘Woburn Place, London WC1, on 
Wednesday, October 20th. The chairman 
will be Mr J. B. C. Miller-Bakewell, M.A., 
F.C.W.A., J.DIP.M.A., a member of the 
Council of the Institute and chairman 
of the EDP Committee. 

Places will be limited to 50. The £13 
fee will include lunch, and application 
forms are available from the Technical 
Department, The Institute of Cost and 
Works Accountants, 63 Portland Place, 
London WIN 4AB. 


IN PARLIAMENT 
British Insurance Association 


Mr GREVILLE JANNER asked the Secretary 
of State for Trade and Industry whether 
in view of the delay of the British In- 
surance Association in complying with its 
expressed undertaking to set up a 
fund to compensate injured persons who 
would otherwise receive no compensa- 
tion, he will now introduce legislation to 
prevent any recurrence of situations 
such as that created by the insolvency of 
a member company of that Association. 

Mr Jonn Davies: As part of the review 
of the controls applicable to insurance 
companies I am considering the question 
of compensation for those affected by 
motor insurance company failures. 

Hansard, July 21st, 1971. Written 
answers, col. 300. 


Special Executive and 
Professional Register 


Mr SILLARS asked the Secretary of State 
for Employment how many people are 
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ACCOUNTANT 


now registered as unemployed on the 
Special Executive and Professional 
Register; and how this compares with 
the same period over the past ten years. 

Mr Dubey SMITH: The numbers of 
unemployed people on the Professional 
and Executive Register at June gth, 1971, 
and at June in each of the previous ten 
years were as follows: 


1971 23,939 
1970 16,013 
1969 14,413 
1968 14,368 
1967 11,865 
1966 7,816 
1965 7:398 
1964 9,006 
1963 10,551 
1962 8,954 
1961 6,483 


The Barbee fit hör excluded people 
on the Technical and Scientific Register, 
which was embodied in the Professional 
and Executive Register in 1962. 

Hansard, July 19th, 1971. 


answers, col. 199. 


Written 


CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 


The Summer Meeting of the Chartered 
Accountants’ Golfing Society and their 
guests was held at St Georges Hill Golf 
Club, Weybridge, on June 24th. 


The leading scores were as follows: 


Stableford Medal Pts 


J. W. Gibbs (3) won First Prize, Lord 
Mayor’s Cup, Scratch Prize and 


Royal National Lifeboat Spoon ch 38 
J. Foreman (7) won Second Prize Eu 36 
A. M. Milling (18) Zë op ei 35 
PR Bligh (18) .. "A a rà 34 

Guests 

S. Banks (11) won First Prize .. 37 
G. W. Freeman (4) won Second Prize 

(on last nine) . 36 
G. Walford (10) gi e aS 36 
B. J. Hauldren (10) eg Ze (e 36 

Foursomes 


D. C. Honey (10) and H. W. Gray (13) 
won First Prize and Royal National 


Lifeboat Spoons i 35 
R. Vickers (17) and T. E. Breakell (20) 
won Second Prize (on last nine) (19) 33 


J. W. Gibbs (3) and A. D. Brierley (14) 33 
W. R. McBrien (19) and R. $ 
Hollingsworth (16) .. e 33 
The putting commento in üd of the 
Chartered Accountants’ Benevolent As- 
sociation was won by P. C. J. Battle 
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with four single puts. The sum realized 
was £8-50. 


CRICKET 


Chartered Accountants v. 
Law Society 


The annual match at Richmond between 
a Chartered Accountants XI and the 
Law Society resulted in a win for the 
Accountants. 

After a brisk opening stand with the 
Law Society showing signs of building 
up a healthy total, the innings faded and 
the Law Society were all out for 116, 
which the Accountants quietly and pains- 
takingly achieved with the loss of four 
wickets. 

Perhaps the Society were unfortunate 
in having their more promising batsmen 
run out. But the going was never easy on a 
wicket which always helped the spinners, 
and the Accountants needed more than a 
usual measure of concentration to get the 
runs. 


The scores were: 





Law Society 

P. Rowe, st Laine, b Barrie (C. W.) .. 36 
SP. G. Nathan, c Laine, b Kilbee dë 19 
J. M. Miller, c ’Kilbee, b Barrie tt W. S 3 
J. J. Ullman, b Kilbee .. 13 
P.M. Brooks, runout .. Ki W 8 
G. Williams, b Tallon .. e P 19 
R. G. Baxter, b Kilbee .. D ei 3 
W. K. McCollum, b Tallon .. a 5 
T. A. Kinnersley, not out ef 3 
+R. E. Towner, run out o 
I. C. Kings, run out e j 3 

Extras e zs D oe 4 

Total E a kb da. “76 


Bowling: Tallon, 18-5-50-2; Barrie (C. WA 
13-4-34-2; Kilbee, 18-4-24-3; Clover-Brown, 
2-0-4-0. 





Chartered Accountants 
N. T. H. du Boulay, lbw, b Ullman .. 23 
J. M. Barrie, b McCollum s = 2 
ae he Kendall, c and b Williams = 22 
G. L. Prain, b Baxter .. SW 14 
R. Clover- Brown, not out 3 H 33 
tC. N. Laine, not out .. Le A 21 
Extras P ch ai 2 
Total (4 wkts) E si? D 117 


B. Rothwell, C. W. Barrie, J. Kilbee, 

SI B. Stafford, D. S. Tallon did not bat. 
Bowling: McCollum, 6-1-16-1; Ullman, 

13-4-32-1; Kings 7:°5-2-19-0; Kinnersley, 

1-0-1-0; Williams, 6-1-25-1; Baxter, 3-0-10-1; 

Rowe 2-0-12-0. 


*Captain. + Wicket-keeper. 












K KS SS? ? 


July 29th, 1971 


CAMBRIDGE ACCOUNTANT requires a 
small practice or blocks of fees in Cambs, 
Suffolk, or Essex. Merger considered. — Box 
CA 2590. 
CHARTERED ACCOUNTANT in Gray’s 
Inn, London WC), requires qualified member 
capable of working on own initiative with 
experience in company accounts, incomplete 
records and taxation. This position has the 
prospect of a future partnership in an ex- 
panding practice. — Telephone 01—242 9338. 
CHARTERED ACCOUNTANT/SOLE 
PRACTITIONER (early 30s) with G.R.F. 
£12,000 feels that advantages would now 
accrue from an amalgamation with another 
sole practitioner or merger with larger firm. — 
Box CA 2501. 
CHARTERED ACCOUNTANTS, South 
Devon, with spare capacity, would like to 
hear from overburdened practitioners with 
a view to working arrangement, and from 
practitioners contemplating retirement or 
sale. — Reply in confidence to Box CA 2642. 
CHARTERED ACCOUNTANTS (NW Lon- 
don) wish to acquire £500—£2,000 recurring 
gross fees. — Write in strict confidence to 
Box CA 2500. 


CHARTERED ACCOUNTANTS, three 
partners, practising in London SW1, and 
South London, with gross fees of £60,000 
would like to discuss partnership pos- 
sibilities with young C.A. in age group 
28-33 having a nucleus of £3,000—£5,000 
gross fees. — Box CA 8208. 


CITY FIRM, four partners with £70,000 
gross, moving to Holborn area, will have 
surplus accommodation to absorb at least 
£35,000 additional. — Inquiries invited for 
amalgamations, and/or office sharing. — Box 
CF 2648 


EUROPEAN OFFICES. - Group of 
medium-sized practices with a number of 
U.K. offices seek U.K. chartered accountants 
who have their own offices, or associates in 
E.E.C. and E.F.T.A. - Please specify 
countries and whether own offices, agency, or 
other arrangements to Box EO 8172. 
EUROPE, — Firms wishing to expand their 
commitments on the Continent are invited to 
take advantage of our European associates 
by means of association or merger with us. 
— Please state countries where your commit- 
ments exist or are expected to Box EF 8171. 
EXETER CHARTERED ACCOUNTANTS, 
with medium-sized West Country practice, 
seek enthusiastic young assistant with about 
four years’ professional experience since 
qualifying for position leading to early 
partnership. — Please apply Box EC 2562. 
LEICESTERSHIRE. ~ Chartered account- 
ant (34), resident Leicester having capital 
available seeks partnership or practice for 
sale. All replies answered. — Please write in 
confidence to Box LC 2492. 

LONDON. — Block of audits and incomplete 
records for sale. G.R.F. approximately 
£5,000. — Reply Box LB 2625. 

LONDON WI chartered accountants wish 
to dispose of block of incompleie records. 
G.R.F. £3,000-£7,000. The precise amount 
could be negotiated. Price one and a quarter 
gross fees. — Reply Box LW 2531. 
MANCHESTER ACCOUNTANTS wish to 
purchase practice in Manchester area or 
enter into arrangement with practitioner(s) 
contemplating retirement. — Box MA 8127. 
MANCHESTER CHARTERED AC- 
COUNTANTS require practice or blocks of 
audits in the Greater Manchester area. 
Incomplete records acceptable. Cash avail- 
able. — Box MC 2602. 

NORTH CORNWALL PRACTICE. — Ill- 
health forces sale. Gross fees approximately 
£3,000. — Box NC 2592. 

NORTH-WEST LONDON, established firm 
of chartered accountants wish to acquire 
additional G.R.F. of £10,000—-£25,000 on 
mutually agreeable cash or annuity basis. — 
Box NW 2542. 

OLD-ESTABLISHED CITY FIRM of 
chartered accountants — three partners, 
G.R.F. £50,000 — considering long-term 
problems of maintaining adequate staff, 
specialization, cost of office space and 
eventual succession invites discussions with 
firms of similar size or larger with a view to 
broadening the practice base by association 
leading to merger and integration. — Box 
OE 2627. 





PARTNER 


Opportunity occurs with a long-estab- 
lished firm of Chartered Accountants at 
its main office in Portsmouth for a 
Chartered Accountant aged 25-35 with 
sound general professional experience. 
— Apply with personal details to Morris, 
Crocker & Co, 102 Victoria Road North, 
Portsmouth POS 1QF. 


ome Sb 





PARTNERSHIP OPPORTUNITIES. — 
A NUMBER OF EXCEPTIONAL 
PARTNERSHIP OPPORTUNITIES 
NOW EXIST FOR AMBITIOUS 
QUALIFIED ACCOUNTANTS IN 
THE U.K. CONTACT US IN STRICT- 
EST CONFIDENCE FOR CAREFUL 
ATTENTION AND ACTION. — AC- 
COUNTING ASSOCIATES, 168 
FINCHLEY ROAD, LONDON NW3. 
(01-794 0202.) 


PARTNERSHIP SUCCESSION, - If this is 
a financial or recruitment problem, please 
contact us with a view to solving it by means 
of a merger or association indicating the 
approximate number of personnel and gross 
fees involved and when partners plan to 
retire to Box PS 8170. 

PRACTITIONER wishes to acquire a prac- 
tice in Portsmouth/West Sussex/Guildford 
area. Would consider purchase of share or 
other arrangements. All replies considered. — 
Box PW 2647. 

PROFITABILITY. — If your profits are 
suffering from the pressure of salary and 
other costs you are invited to discuss a 
merger with us. We are a group of medium- 
sized practices where the autonomy of the 
individual offices is of paramount import- 
ance. — Box PI 8173. 

QUALIFIED OR AUTHORIZED AS- 
SOCIATE required for small practice, 
Brighton district. Ultimate partnership and 
take-over on retirement. Accommodation 
available. — Box QO 2570. 


READING — MAIDENHEAD - 
WOKINGHAM 


We are interested in expanding our 
activities, which in recent years have 
included the provision of specialised 
services to clients, and would like to hear 
from Practitioners who are considering 
retiring or disposing of their Practice. 

We have had some experience of 
acquisitions of this nature and with an 
established policy of giving clients a 
highly personal service are able to con- 
tinue providing them with the relation- 
ship they expect from a local professional 
practice. 

Box RM 8188. 





SOUTH CHESHIRE chartered accountants 
require qualified assistant (age under 28) 
to manage branch office. Excellent partner- 
ship opportunities within two years. — Box 
SC 2626. 
SOUTH ESSEX CHARTERED AC- 
COUNTANTS require qualified or un- 
qualified man to work long hours for high 
reward. Person with own nucleus acceptable. 
— Box SE 2650. 
SOUTH LANCS CERTIFIED ACCOUNT- 
ANTS require a young qualified accountant 
with good audit and taxation experience 
including incomplete records for senior 
position. Early partnership prospects. Prefer- 
ence given to applicants with available 
capital and/or own nucleus. — Apply with full - 
details to Box SL 2551. 
SUSSEX. — C.A. wishes to acquire small 
practice or partnership with early succession. 
— Please reply in confidence to Box SC 2611. 
AXATION PARTNER. -—- Chartered 
accountant aged between 30 and 45 required 
for substantial long-established London 
office of chartered accountants with a 
number of U.K. offices and overseas as- 
sociates. Admission to partnership for 
successful applicant following a period on the 
staff with managerial responsibility for the 
taxation department, the length of period 
depending upon past experience, ability, etc. 
Applicants should provide full details of 
age, education, professional qualifications, 
and experience, Institute of Taxation quali- 
fication by examination would be an ad- 
vantage. — Box TP 8194. 





TWO SENIOR MANAGERS, one audit 
one tax, late entrants to profession to 
whom normal channels of development 
are thereby closed, wish to acquire 
either the whole of a small, or sub- 
stantial share in a larger, existing 
practice. 

Preferred areas, Eastern Counties/East 
Anglia or London North of Thames to 
link up with existing nucleus. 

Capital is available, but adequate 
arrangements would be required to en- 
sure continuity and for hand-over 
period. 

Could be suitable opportunity for 
smaller firm with succession problems, 
or for sole practitioner with retirement 
difficulties. 

Box TS 8203. 
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U.K, AUDITS - PROFITABILITY. — Firms 
wishing to improve profitability with audits 
or offices in one or more of the South Coast, 
London and Home Counties, East Anglia, 
Midlands, Manchester, Yorkshire, and Scot- 
land, are invited to consider a merger or 
association. — Please reply indicating approxi- 
mate numbers of personnel and turnover in 
each area to Box UK 8169. 

WEST LONDON chartered accountant 
with large main road premises seeks young 
practitioner with own nucleus with a view to 
amalgamation and/or partnership. — Box 
WL 2532. : 
YOUNG CHARTERED ACCOUNTANT is 
required for a mid-Wales practice. A partner- 
ship will be offered after twelve months’ 
employment. Share of profits will be guaran- 
teed at a minimum of £2,500 for a nominal 
capital introduction. Applicant will be joining 
three other partners in an old-established 
practice serving a pleasant country area. — 
Telephone after 7 p.m., Lampeter 442. 
YOUNG EXPANDING FIRM of chartered 
accountants, NW. London area. G.R.F. 
approximately £30,000, would welcome 
discussions with other practitioners on cost 
and departmental benefits arising from a 
possible merger or working arrangement. — 
Box YE 2543. 





BUSINESS 
OPPORTUNITIES 


A BACKED SERVICE, — Limited companie 

formed (seven days) or ready-made. — £33. — 
Clifton Secretarial Agency, 55 Stoke Newing- 
ton Church Street, London N16 (01-254 7310). 
ABANDON CHASING THAT MORT- 
GAGE, — 100 per cent loans to qualified 
accountants up to £8,000. High advances to 
£20,000. Survey fees repaid on completion. 
Personal attention of a director. — Profes- 
sional Mortgage Services, 5-7 Muswell Hill, 





London N10 (TUDor 9595). 
A BARGAIN. — Ready-made companies. 
All trades — rapid company formations 


(under personal supervision of T. A. Herbert, 
LL.B.). Annual returns 20p per doz. (post 5p). 
— Business Economy Company Registrations 
Limited, 133 Moorgate, London EC2 
(01-628 8821/2/3). (Late of Strand, WC2.) 

A COMPANY FORMED PROMPTLY. — 
Fifteen guineas, incl. seal, books, mem., and 
arts. Also re-registrations and ready-made 
companies. — Reichmann & Wing Ltd, 40 
Silver Street, London N18 (01-803 3036). 





COMPANY FORMATIONS 
READY-MADE COMPANIES 
£40 inclusive 


: for 
immediate attention 
write or phone 


THE COMPANY LAW 
AGENCY LIMITED 


Temple Chambers 
Temple Avenue 
London EC4Y 0HP 
01-353 1223 01-353 2605 





EXPRESS COMPANY 
REGISTRATIONS LTD 


FOR PROMPT FORMATIONS 
FEE £13 plus duties 


also 
READY-MADE COMPANIES 
£36 


(Dept A2), 30 CITY ROAD 
LONDON EC 
01-628 5434/5 


SS ee a ee ae 
FINANCE COMPANY seeks to acquire 
businesses in hire-purchase and mortgage 
advance or similar fields, with substantial 
cash content. Proprietors, accountants or 
solicitors only. — Write Box FC 2516. 


fF 


FIRST / SECOND MORTGAGES, 
BRIDGING LOANS, AND OTHER 
FINANCE. Inquiries Invited. — Write: 
APEX MORTGAGE AND FINANCE 
CO, Norman House, 105-109 Strand, 
London WC2, or telephone 01-529 6763. 


ee ee eee ee Sie ee N a 
INDUSTRIAL HOLDING COMPANY 
based in South-east Essex has funds available 
for purchase of manufacturing companies in 
Essex area, preferably with competent 
management. — All replies will be treated in 
strictest confidence and should be sent to 
The Senior Partner, Goldwyn Bros, Chartered 
Accountants. 4 Chandas Street T andan Wi 


XXIII 


TAX LOSS COMPANY required in 
engineering industry. Must be trading and 
capable of take-over as going concern; 
preferably South-east England. — Write 
Box TL 2617. 


LEWIS, COATES 
& LUCAS LTD 


LAW STATIONERS 


READY-MADE COMPANIES FOR 
SALE with memo and arts, seal and 
statutory books. Guaranteed no trading. 
Transferred in ten minutes. 


£40 (inclusive) 


30/40 Featherstone Street, London EC) 
01-253 2977/8/9 Telex 262687 
Established 1921 


LIQUIDATION IS UNNECESSARY and 
can be avoided. — Write Box LI 2544. 


READY-MADE COMPANIES £40 (in- 
clusive) transferred immediately. Companies 


registered from £15 plus duty. Searches 


carried out. — Graeme Ltd, 61 Fairview — 


Avenue, Gillingham, Kent (Medway 32558). — 
Code OME4. 


TAX LOSS 


We are seeking a tax loss company 
in the motor trade, still trading pref- 
erably in Surrey. Minimum loss £60,000. 
— Write Box TL 8196. 


100 PER CENT MORTGAGES available for 
house purchase at current rate 66 per cent ` 
maximum, 8 per cent gross. Re-mortgages 

9 per cent gross. Other inquiries considered. — 
State requirements to Callander Securities 
e, d Bow Lane, London EC4. (CITy — 


HART & CO 


(CITY ROAD) LTD. 
1-3 
Leonard Street 


London E.C.2 


01-253 4108 


HART FOR COMPANIES 


PROMPT, EFFICIENT SERVICE 
£13 plus LES fee 


READY-MADE £40 
For accountants and solicitors only 


SALARIES 
AND LOCATIONS 

Advertisers are invited to state in 
their advertisements the approxi- 
mate salary range that they are 
prepared to give or require, and 
also their geographical location. 

This will greatly assist those 
who propose answering advertise- 
ments and possibly avoid much 


unnecessary correspondence be- 





tween advertisers and applicants. 


e 


2ND MORTGAGES for any purpose, 
maximum £2,500, no flats or maison- 
nettes. Property up to 40 years old in 
England or Wales. Save as you borrow 
over 10-15 years endowment plan, with 
profits. — The Western Australian In- 
surance Co Ltd, Ludgate House, 107- 
111 Fleet Street, London EC4. Tel. 
01-353 9764 Ext. 41. 





BUSINESS PREMISES 


. IDEAL PROFESSIONAL USER, 1,700 
square feet, first-class ground-floor modern 
offices, London N13. Rent only £2,750 per 
annum exclusive. No premiums. New lease. — 
Apply Cowdrey Phipps & Hollis, 360 Neas- 
den Lane, London NW10. 





OFFICE SUITE AVAILABLE at 163 
High Road, Wood Green, London 
N22, 4 rooms: total area 650 sq. ft. 
£1,000 per annum exclusive (will divide 
if necessary). — Phone 01-455 7870 for 
details. 
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FACSIMILE TAXATION FORMS 


and 
COMPANY FORMS 


A Comprehensive Range 
all at 
£2-2 per 100 (plus postage) 


SHARPTHORNE 
PRESS LTD 


149 Stafford Road, Wallington, Surrey 
Tel. 01-647 9510 





ACCOUNTANT 


ACCOUNTING 
MACHINERY 


We can offer from stock fully guaranteed 
rebuilt National, Burroughs, Sensimatic, 
Sundstrand and Elliott-Fisher flat-bed 
acceunting machines. 

Loan machines free during overhaul 
and decimalization conversion. 


HIRE, H.-P., LEASE 
D. & P. 


NATIONAL 
APPLIANCES 


5/7 Paul Street, London EC2 
Tel. 01-606 9440/9442 


ADDERS, CALCULATORS, REBUILT 
NATIONAL ACCOUNTING MACHINES, 
31 and 32, typewriters and duplicators, sold, 
hired, bought, repaired, terms. Burroughs 
accredited dealers. — MacVeigh & Larkin, 
55 Cowcross Street, London EC) (opp. 
Farringdon Station). CLErkenwell 7434.) 
FOR SALE. — Bound volumes Accountant 
July 1941 to December 1968 — Taxation, 
April 1941 to March 1969. Accountancy 
1952-55 inclusive, Accountant’s Magazine 
1948-50, and 1952-53. — Any reasonable 
offer to 01-248 6101. 


HIRE HIRE HIRE 


All models of Sensimatic accounting 
machines available for short- or long- 
term rentals. 

For details of this 
write or telephone: 


Goodson Calculators 


55/61 Moorgate, London EC2 
(MONarch 5405) 


unique service 


NCR POINT SD 31 DECIMAL ACCOUNT- 
ING MACHINE, only nine months old, four 
bars, 26 in. carriage, as new, cost £2, 100. 
Accept £1,050, quick sale. — Manningtree 
2151. 





NAME-PLATES MADE IN SEVEN DAYS 
(in modern plastics or aluminium). Bronze, 
brass, stainless steel directory boards and 
rubber stamps also supplied quickly. Send 
required wording for free design. — Austin 
Luce & Co, 59 College Road, Harrow, 
Middlesex (Tel. (Sales) Northwood 24326). 
OFFERS INVITED for a series F.5200 
Burroughs Sensimatic dual printer book- 
keeping machine. £50 deposit already paid 
for a decimal conversion. — Box OI 2574. 


UP TO 30 PER CENT DISCOUNT on 


branded carpets. Wiltons, Axminsters, 
Orientals, Tufted. £200,000 carpets on 
display in our extensive London and 


provincial showrooms. All makes available 
with full manufacturers’ guarantees. Free 
delivery U.K. No imperfect goods sold. 
Expert fitting service available most areas. — 
Write stating requirements or forintroduction 
to showrooms in most main cities. Quote ref. 
A.C.—Dodson-Bull Carpet Co Ltd, 5 & 6 Old 
Bailey, London EC4, Tel. 01-248 7971 (ten 
lines); also at 90-92 Pilgrim Street, Newcastle 
upon Tyne, Tel. 20321/21428; 55/61 Lever 
Street, Manchester, Tel. 061-236 3687/8/9; 
268 Old Christchurch Road, Bournemouth, 
Tel. 21248; 2-3 Royal London House, Queen 
Charlotte Street, Bristol 1, Tel. 28857; 
12 Great George Street, Leeds, 2, Tel. 41451; 
164 Edmund Street, Birmingham, Tel. (021) 
236 5862; 495 London Road, Westcliff-on- 
Sea, Tel. Southend 46569, and 2-5 North 
Road, Brighton, Tel. 66402. 


FOR SALE 


NCR 500 with PT UO and 
wired NCR 32 Tape Punch 
including Forms Bars, Ledger 
Trays and Software Support, 
etc. 


Immediately available. Please 
Contact: 


The Company Secretary 
McCorquodale Security 
Printers Ltd 
P.O. Box 66 
Basingstoke 
Hants 
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OFFICE FURNITURE ETC., for sale: 
second-hand carpet approximately 400 sq. ft 
(good condition), seven desks, three tables, 
heaters. — Telephone 01-734 5368. 





STOCK VALUERS 


ORRIDGE & CO 


Stocktakers & Valuers 
Established 1846 


Retail, Wholesale, and Industrial 
stock-taking for audit, probate, 
sale, or purchase. Branches at 
Dacre House, Dacre Street, Vic- 
toria Street, London SW1H OD) 
and Liverpool, Birmingham, 
Bournemouth. 


THE JOHN CHURCHILL 
ORGANIZATION 


Stock-taking and valuation staff available 
throughout the United Kingdom. 

Distributive and industrial stocks 
inventorized and valued for audit, probate, 
merger verification purposes. 

Stock control card/record systems 
checked and corrected periodically or 
perpetually. 


JOHN waite veg & CO 


INCORPORATED VALUERS 


Head Office 
155 HIGH ST, BROMLEY BRI iJE 
Tel. 01-460 8601/9220/5550 





THE 15th EDITION 


LITTLE'S 


ECONOMICS 
FOR STUDENTS 


by 
J. M. Jackson 
Senior Lecturer 


Department of Economics 


DATA PREPARATION 


80 and 96 Column Cards 


Magnetic Encoding 


Fast Turn Round Radio Controlled Collection/Delivery 


COMPUTER PROCESSING 


System 3 with 80 Column Reader 


Packages 


SYSTEM DESIGN AND PROCESSING 
Experienced Staff Fixed Price Contracts 
01549-5117 
THOMCITE COMPUTER SERVICES 


38 HIGH STREET, KINGSTON UPON THAMES, SURREY 


Thomcite Ltd Thomcite Data Preparation Ltd 
Thomcite Computer Forecasting 8 Analysis Ltd 





University of Dundee 


Theory and practice, knowledge 
and experience in one concise 
vo/ume. 


Price £2:25 


SAVE TIME & MONEY! 


GRUNDIG 


FOR SALES STENORETTE 
SPEEDY DICTATING 
1SERVICE] MACHINE 


ao BERRY'S RADIO 





by post £2-65 


Published by 


Jordan & Sons Limited 


Wilec House, City Road, London EC1Y 2BX 
Telephone 01-253 6214 
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The New Building Grants Act 


ANONG the Acts which received the Royal Assent last Friday was the 
Investment and Building Grants Act 1971. With only three sections 
and no schedules, the Act is nevertheless a heterogeneous one. 

Section 2 follows the modern trend of very long sections, covering three 
pages with ten subsections. The first subsection deals with the amount of 
grants towards the cost of providing buildings or building extensions under 
section 3 of the Local Employment Act 1960, which relates to projects in 
development areas and (by section 1 of the Local Employment Act 1970) 
intermediate areas. The amount of grant is to be the ‘appropriate pro- 
portion’ of the ‘relevant expenditure’, the latter being defined as so much 
of the total expenditure as the Department of 'Trade and Industry approves. 
The proportions are laid down in subsection (2), i.e., 25 per cent in inter- 
mediate areas; 35 per cent in development areas. If it appears to the 
Department that the application for grant is made for the purpose of 
setting up an undertaking in the area in circumstances which justify 
special assistance, a further 10 per cent will be added. 

Section 2 (3) extends the meaning of ‘buildings’ to include ‘structures’. 
A building may be ‘provided’ by the adaptation of an existing one, or by 
the purchase of an existing building if it has not previously been occupied, 
Where a building or extension constructed with a view to its being let 
to another person includes special features at his request, and he is re- 
quired to pay a capital sum for them, the section (and section 3 of the 
Local Employment Act 1960) are to have effect as if he had expended the 
sum in providing the building or extension (section 2 (4)). In other words, 
he can apply for grant. 


There are transitional provisions in section 2 (7). The 35 per cent is 
reduced to 25 per cent in three cases: 

(a) in the case of a purchase; 

(i) if the contract to purchase was entered into before October 27th, 1970; 
or 
(ii) if before that date any work was done on the site with a view to 
occupation by the grant applicant (or by a fellow group member); 

(b) in the case of a section 2 (4) grant, if any work on the special features was 

done before October 27th, 1970; and 

(c) in the case of any other grant, if any work on providing the building was 

done on the site by or on behalf of the grant applicant (or a fellow member 
of its group) unless the Department decides that there are special circum- 
stances justifying the non-application of (c). (Group for this purpose has 
the same meaning as in the Companies Act 1948). 

Subsections (1) to (9) of section 2 do not apply at all in relation to any 
grant under section 3 of the 1960 Act offered or made before the passing of 
the new Act (July 27th, 1971). However, the Department is given a dis- 
cretion under which the rate of grant in such cases can be increased. 

Section 1 of the Act incorporates the provisions for ending investment 
grants, which were discussed in our issue of July Ist. j 
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Britain's Taxes 
March by the Left 


“THE idea that the electorate cares about inequality is 

romantic but mistaken; the great majority of the 
population do not understand the meaning of inequality 
and would not be interested in it if they did. What they are 
primarily interested in is increasing their own incomes; 
the lessening of poverty and the reduction of riches are 
of some political importance, but inequality is a minor 
consideration.’ 


This is but one of several thunderbolts launched this 
week by Dr J. B. Bracewell-Milnes, Economic Director of 
the CBI, in The Measurement of Fiscal Policy (CBI, Zei, It 
is his thesis that the descriptive work of economists and 
statisticians on income distribution has no implications for 
policy; statistical ‘inequality’ is about interrelationships of 
the whole population whereas political ‘inequality’ involves 
the hardship of poverty and the envy of riches. The gulf 
between these two concepts, he says, is unbridgeable; and 
he looks forward to a day when those with more than a 
demagogic interest in the question of fiscal policy may be 
persuaded to stop using inequality as a relevant measure or 
criterion, ‘for fear of attracting ridicule from those who 
take the subject seriously’. 


There has been a considerable dearth of literature on 
measurement of fiscal policy; and, in terms of the political 
conflict between Right and Left, few politicians and 
publicists can give an intelligible account of what fiscal 
policy is, or what it should be, or how to measure the 
distance between the two extremes. Dr Bracewell-Mailnes’s 
work suggests measurement by the height of the tax system 
— that is, the sum of its maximum rates of tax — by the 
taxation of saving relatively to spending, and by graduation 
of the tax systems. Such measures are specifically designed 
to reflect the relative tax treatment of rich and poor; a 
high value in any of these measures indicates a system 
inclined relatively to the political left, and a low value a 
system relatively to the right. 


Britain’s pre-war tax system was further to the left than 
the present tax systems of nine out of fourteen other 
European countries examined. There has also been a large 
shift to the left since before the Second World War. ‘The 
political qualities of the present United Kingdom tax 
system, relatively to the pre-war system, have been 
determined principally by the war and by two post-war 
Labour governments. Thirteen years of Conservative 
government, however, did little to reverse the leftward 
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shift, nor have the March 1971 Budget or the measures of 
July 1971 substantially altered the position. ‘The UK tax 
system is still at the extreme left of European politics. 


The UK is to the left of almost all the other countries by 
all the tests employed. Taxes rise to much higher maximum 
rates in Britain than in any other country, saving is taxed 
very much more heavily in relation to spending than in any 
other country and the graduation of the system is more 
intensive than in any other country except the Irish 
Republic. The widest divergence from the European norm 
lies in the United Kingdom’s relative over-taxation of 
saving and under-taxation of spending. 


The characteristic of the UK tax system that is eccentric 
by international standards is not the aggregate burden of 
taxation, but its concentration at the upper end of the 
scale and the prevalence of high maximum marginal rates. 
If the UK tax system were to conform to the West European 
average, the maximum rate of investment income tax 
would be reduced from So to 65 per cent (including wealth 
tax, where levied) ; the maximum rate of earned income tax 
would be reduced from 75 to 60 per cent; the maximum 
rate of estate duty on transfers to lineal descendants would 
be reduced from 80 to 25 per cent; and capital gains tax 
would be abolished. None of these changes would be costly 
to the Exchequer. If Britain conformed to the fourteen- 
country pattern, the total of the maximum marginal rates 
of the principal taxes would be reduced by 38 per cent — 
that is, 22 per cent below the present total of the average 
rates of tax payable at the points where the maximum 
marginal rates of tax begin. 


Empirically, the implications of the argument for the 
UK are unmistakable. The abolition of capital gains tax, 
the halving of surtax and the reduction of estate duty by 
three-quarters would bring the UK to somewhere near the 
European norm, even when allowance is made for European 
wealth taxes. Unless it is desired that British fiscal policy 
should be permanently and substantially to the left of other 
European countries, this is the necessary direction of re- 
form. The virtue of considering the tax system as a whole 
is that no variations of method or procedure would alter 
this major conclusion. 


Empirically, again, the argument suggests that the 
political obstacles to tax reduction are relatively slight. In 
particular, countries with fiscal systems far to the right of the 
UK have had more, not less, success in controlling cost 
inflation and industrial unrest. 


Dr Bracewell-Milnes modestly explains that his book is a 
technical essay which has no direct implications for policy ; 
it should also be noted that he is expressing personal 
opinions which do not necessarily reflect the official 
policies of the CBI. A knowledge of algebra and statistical 
method facilitates comprehension of some of his illus- 
trations; nevertheless, the essentials of his argument can, it 
is claimed, be followed even if the algebra is omitted. 
Readers from any point of the political spectrum will find 
food for thought in this scholarly work. 
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The Old Lady Tells All 


T is not so long ago that the appear- 

ance of the annual report of the 
Bank of England merited little more 
than a passing reference, so slight 
were its contents. Times, however, 
have changed and this year the annual 
report to February 28th, 1971, pub- 
lished last week, is enlarged by the 
inclusion of the Bank’s financial ac- 
counts. This follows the recommend- 
ation by the Select Committee on 
Nationalized Industries which ex- 
amined the Bank’s work last year. 

A brief profit and loss account in 
narrative form informs the reader that 
the operating profit for the past 
financial year was £6,344,000, of which 
£1,746,000 went to the Treasury under 
the terms of the Bank of England Act 
1946, while taxation took a further 
£1,912,200, leaving some {2,686,000 
as retained profit. The accounts follow 
modern trend in rounding figures to 
the nearest fooo, but there are no 
comparative figures for the preceding 
year. 


Employers’ Liability 


HE principle of compulsory in- 

surance cover, already familiar in 
connection with the motor vehicle, is 
extended to employers’ liability for 
bodily injury or disease with effect 
from January Ist next, the effective 
date of the Employers’ Liability 
(Compulsory Insurance) Act 1969. 
From that date, employers in business 
within the United Kingdom will be 
required to maintain approved policies 
for a minimum of £2 million in respect 
of liability to employees arising out of 
any one occurrence. 

Regulations made under the Act 
(SI 1971, No. 1117) prohibit the 
inclusion in such policies of insurance 
of clauses enabling the insurer to 
avoid liability on the strength of (inter 
alia) any event occurring after the 
event giving rise to a claim under the 
policy, or any failure by the insured 
employer to keep specified records. 
The obvious intention is that injured 
employees should not be left with a 


Members of the profession will be 
interested to learn that while the 
Bank’s constitution is not governed by 
the Companies Act of 1948 and 1967, 
but rather by the Bank of England 
Act 1946, the accounts have been 
prepared so as to comply with the 
requirements of both Acts as far as 
they are material and appropriate. 

The balance sheet, however, pro- 
vides what may be termed a classic 
illustration of the ‘hidden reserve’. 
Premises and equipment are shown at 
£31,606,000, which is the result of 
charging depreciation on a straight- 
line basis — on freehold buildings at 1 
per cent per annum, and leasehold 
premises at I per cent or ‘over the 
period of the lease whichever is the 
greater’. However relevant the result- 
ant figure of ‘cost less accumulated 
depreciation’ may be, the directors 
note in the accounts that they ‘do 
not consider a valuation of the in- 
terests in land would be appropriate 
in the circumstances of the Bank’. 


financially barren remedy against their 
employers upon a technicality. 


The reference to employers ‘in 
business’ includes any trade or pro- 
fession carried on in the United 
Kingdom by one or more persons, 
and this applies to professional prac- 
tices; it excludes certain categories 
such as domestic servants, and also 
charities. Specific exemptions under 
the Act include employees of local 
authorities and nationalized industries, 
and relatives of the employer. Em- 
ployees not ordinarily resident in this 
country will have to be covered if they 
are employed here for a continuous 
period of not less than 14 days. 


With effect from January Ist, 1973, 
employers will be required to display 
copies of an appropriate certificate of 
insurance under the Act in such 
numbers and characters, and in such 
positions, as to be easily seen and read 
by every person employed whose 
claims may be the subject of indemnity 
under the policy. 
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Municipal Treasurers’ 
Examinations 


E were 3,534 candidates for 
the May examinations of The 
Institute of Municipal Treasurers and 
Accountants, of whom 1,534 (46°2 per 
cent) were successful. 

In Part I of the Final, 854 candidates 
sat and 411 (48 per cent) were success- 
ful (this compares with 45 per cent in 
1970 and 33 per cent in 1969). In 
Part II there were 321 candidates of 
whom 136 (42 per cent) were success- 
ful (35 per cent in 1970 and 45 per 
cent in 1969). A total of 592 candidates 
sat for the Intermediate examination 
and 220 (37 per cent) passed. 

Places and prizes will be awarded 
on the combined results of these 
examinations and those to be held in 
November. The names of the success- 
ful candidates in the two parts of the 
Final, together with a summary of the 
results, appear on other pages of this 
issue. 


Inflation and the Unions 


S a recent economic adviser to the 

President observed to a United 
States Senate Committee, classical 
economics does not seem to be 
working nowadays. He was referring, 
of course, to the phenomenon of 
rising wages with rising unemploy- 
ment. 

It is not only in the United States, 
of course, that this theory has now 
been completely disproved. In Britain, 
as Professor Paish notes in a second 
edition of his Hobart Paper, Rise and 
Fall of Incomes Policy, (IEA, 6o0p), 
‘with unemployment at over 2°6 per 
cent in the second half of 1970, we 
should have expected ... an income 
rise of 3°8 per cent as against an actual 
rise of 13°7 per cent’. 

The precise explanation for this 
development which, as the OECD 
has noted, has emerged in most of the 
advanced economies of the world, 
is more difficult to find. Professor 
Paish is of the opinion that in Britain 
the introduction of redundancy pay- 
ments and higher unemployment 
benefits in 1965 and 1966 provides the 
most likely cause. What is clear, in 
his opinion, is that since 1970 most of 
the difference between the expected 
and actual rises in employment in- 
comes ‘must be ascribed wholly to 
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cost-push — the use of monopoly 
power by trades unions. 

The alternatives to the Govern- 
ment’s current long-term policies, 
which Professor Paish feels possess a 
certain logic, are more unpleasant. He 
rejects the case for reflation put 
forward regularly by the TUC. He 
says the Government could enforce 
further deflation either by fiscal or 
monetary means, but he rejects this 
on the grounds that it does not affect 
the trades union monopoly bargain- 
ing powers. 

Lastly, there is a policy of direct 
restraint upon incomes, and Professor 
Paish casts a friendly eye on the pro- 
posal that wage increases granted by 
employers in excess of the norm 
should be disallowed for tax. 


New President 


R AUSTIN W. WALKER, c.a., 
F.1.0.M., has been elected Presi- 
dent of The Institute of Office Man- 
agement for 1971—72. He is chairman 
of Air Products Ltd and has been a 
Vice-President of the Institute since 
1967, in which year he relinquished 
the office of Chairman of the Council. 
Elected a Fellow of the Institute in 
1954, the same year in which he was 
elected to the Council, Mr Walker 
has also served on a number of 
Council committees and played an 
active part in the development of the 
Institute’s activities in Scotland and 
North-east England, being a past 
Chairman of the Glasgow and West 
of Scotland branch, and a founder 
member of the Tees-side branch. He 
was admitted to membership of ‘The 
Institute of Chartered Accountants of 
Scotland in 1937. 





Mr Austin Walker 
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Absence of Reliable 
Accounts 


See to keep reliable ac- 
counts of his one-man engineering 
business cost Mr Albert Ashcroft 
£8,000 in the Court of Appeal 
recently. 

Mr Ashcroft, who had been working 
a 72-hour week which included the 
supervision of his six employees and 
visits to sub-contractors, was injured 
in a road accident. His injuries would 
seriously handicap him for the rest of 
his life in conducting his business, 
which was the only work for which he 
had been trained since the age of 14. 
He was awarded substantial damages, 
which included a sum of {10,500 for 
financial loss. 

The accounting records of Mr 
Ashcroft’s business, however, were 
rudimentary, and the loss of profits 
arising from his incapacity could not 
be quantified with any degree of 
precision. The defendant appealed 
against the amount of damages, con- 
tending that where the loss could not 
be quantified there should be a nil 
award. 
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The Court of Appeal found that the 
evidence, though vague, pointed to a 
decline in profits that had been caused 
by the accident (Ashcroft v. Curtin, 
The Times, July 22nd), and was 
reluctant to admit that ‘arithmetic has 
failed to provide the answer which 
common sense demands’. It had been 
argued for Mr Ashcroft that the loss 
of profit figure could be justified on 
the grounds that to engage another 
person to do the same work would 
cost between {£2,500 and £3,000 
per annum; but this was a wrong 
approach, as it did not follow that, if 
such a person were engaged, the 
profits would have gone down by the 
amount of his salary. It was quite 
impossible to quantify the loss of 
profitability arising from the acci- 
dent. 

Mr Ashcroft’s disabilities were per- 
manent, and though the risk of his 
being thrown on to the labour market 
to seek a job was not great, it neverthe- 
less existed. The Court of Appeal 
awarded {2,500 under this head in 
place of the original award for loss of 
profits, thus reducing the total of 
damages by £8,000. 


Building Societies — 


Weakness and Strength 


IRECTORS of building societies 
are reminded in the 1970 annual 
report of the Chief Registrar of 
Friendly Societies that they have a 
duty to ensure that there is an adequate 
system of supervision for cash holdings 
and for all receipts and remittances. 
This warning is underlined by the 
experience during 1970 of the ‘Tunstall 
Building Society, which had accepted 
the transfer of the engagements of a 
smaller society — the Star Mutual 
Permanent Benefit Building Society — 
in ignorance of the fact that sub- 
stantial sums had been misapplied by 
an employee of the latter. The system 
of internal control at Star Mutual was 
gravely deficient, particularly as re- 
gards the issue of share pass books to 
new investors, and the discovery of the 
fraud had serious repercussions on the 
stability of the ‘Tunstall Building 
Society, which on June Ist, 1971, was 


merged with the Leek and Westbourne 
society. 

The registrar also comments upon 
the distinctive contribution of York- 
shire to the building societies move- 
ment. Only 21 out of 481 societies 
registered at the end of 1970 have 
their chief office in Yorkshire, but the 
assets of those 21 account for one- 
third of the total assets of the move- 
ment. The Yorkshire-based societies 
include the giant Halifax Building 
Society — recognized as the largest 
institution of its type, not only in the 
United Kingdom, but in the world. 

At the end of 1970, the total assets 
of building societies were {10,819 
million, representing a rate of growth 
during the year of 163 per cent, the 
highest (with one exception) for forty 
years. The number of advances on 
mortgage, 624,000, was the highest 
ever recorded. 
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R-R Win Management Game 


D Ei has been an encouraging week for 
Rolls-Royce, after the company’s un- 
happy experiences earlier in the year. Not 
only was the Lockheed-RB211 contract 
saved, and with it an estimated 18,000 jobs, 
but the Rolls-Royce (1971) Ltd team 
emerged as easy winners in this year’s 
National Management Game. Following the 
final round at the Putney headquarters of 
ICL last Saturday, the cumulative profit 
figures of the respective teams were: 


Rolls-Royce (1971) Ltd .. 2,496,080 
Crossley Carpets Ltd Nk 5,541,670 
Peat, Marwick, Mitchell & Co 1,339,780 





Manganese Bronze Holdings 


Ltd W e E 976,240 
Mr Denis Thomas, A.C.w.A., accounting 





manager of Rolls’s English factories, the game. 


who led the winning team, described 
the result as a ‘bigger fillip than you 
could imagine’. It had shown, he said, 
that the company was still on the map. 
Other members of the Rolls’s team 
were Messrs Brian Nicholls, A.1.M.T.A., 
Ian Holloway, A.c.w.a., F.c.c.a., Allan 
Rumbolt and Peter Meakins. 

By contrast, the runners-up, 
Crossley Carpets, fielded a team under 
their production manager, Mr Derek 
Stollery, which included no account- 
ants at all; and Peat’s were repre- 
sented by five chartered accountants 
from their EDP audit staff, lead by 
Mr Ian Watson, C.A. 

Prizes, including a silver rose bowl 
for the winning team, were presented 
by Sir Gordon Newton, Editor of the 
Financial Times, and Mr D. S. 
Morpeth, T.D., B.COM., F.c.A., Deputy 
President of 'The Institute of Chartered 
Accountants in England and Wales. 


Management Game. Top : The winning (R 
Mr Denis Thomas, A.C.W.A., receiving the trophy from Sir Gordon Newton, Editor of the 
Financial Times. Lower picture: The runners-up, Crossley Carpets, in the final stage of 
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olls-Royce) team at work, and their chairman, 





Prospectuses and 
Profit Forecasts 


R IAN FRASER, Director-Gen- 

eral of the Panel on Take-overs 
and Mergers, will be one of the speakers 
at a new course on ‘Prospectuses and 
profit forecasts’ organized by The 
Institute of Chartered Accountants in 
England and Wales at Chartered 
Accountants’ Hall from September 
21st to 23rd. 

The course is designed as an es- 
sentially practical introduction to ac- 
countants’ involvement in new issues 
coming to the market and in take-over 
documents. Apart from Mr Fraser’s 
talk there will be contributions from 
practising accountants, and from a 
merchant banker, a solicitor and a 


stockbroker, to ensure the widest 
possible perspective of the subject. 

Mr Graham Corbett, F.c.a., of Peat, 
Marwick, Mitchell & Co, will be the 
course chairman. He is hoping for a 
wide cross section of applicants to 
reflect the variety of activities involving 
accountants in relation to prospectuses 
and profit forecasts — as auditors, as 
reporting accountants, as financial 
executives of companies involved, 
or as executives of merchant banking 
or stockbroking firms. All have a part 
to play and anyone without much 
previous experience of this type of 
work should be able to make use of 
every minute of the course. ‘It is not’, 
Mr Corbett says, ‘for this year’s 
tycoons, but it may be just what next 
year’s are looking for’. 
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Supervision of 
Articled Clerks 


ONTINUING concern by the 

Council of The Institute of Char- 
tered Accountants in England and 
Wales for the proper training and 
experience of articled clerks is evi- 
denced by the publication this week of 
an Articled Clerk’s Training Record 
for the use of principals and managers. 
The record includes pages for the 
clerk’s personal history, leave periods, 
practical experience in various cate- 


THE 
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gories of professional business, and 
summary sheets for recording at 
quarterly and half-yearly intervals the 
information on a clerk’s progress in the 
form in which it will ultimately be 
required when he applies for member- 
ship of the Institute. 

At its meeting on December 3rd, 
1969 (The Accountant, December 11th, 
1969), the Council noted with disquiet 
the limited but increasing evidence 
that the practical training being given 
to some articled clerks fell short of the 
minimum standards required as a 
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condition for admission to member- 
ship. A professional practice cannot be 
judged by size alone, and the 1969 
statement was not directed particularly 
at firms of a certain size or kind, but 
was circulated to all members in 
practice in the United Kingdom. 

Announcing the new publication, 
the Institute claimed that it had been 
designed to meet a recognized need, 
and should prove of benefit both to 
principals and to students. Copies of 
the record are available from the 
Institute at 5op each. 


THIS IS MY LIFE 


Principle and 
Practice 


by An Industrious Accountant 


E Dam half-year’s net profits were disappointing. True, 
turnover was well up and gross profit had risen ap- 
preciably so far as could be judged from our estimated 
stocks following the seasonal spot-checks. The trouble was 
that costs had risen well beyond expectations. Wages, 
bank interest, and maintenance of premises somehow had 
all got out of hand. 


The managing director ran down the profit and loss 
account items with an experienced eye, then said . . . hm 
... he’d like to see final profits up by at least £20,000. “The 
depreciation charge, now, is always a somewhat arbitrarily- 
based item’, he observed with a thin-lipped smile; ‘now 
what is the general professional policy as regards con- 
ventional percentages’? 


We’ve been up and down this road in the past, as he 
was well aware, so I gave him the usual explanation. 
So much on our extensive fittings and plant figures, in 
terms of expected life; so much more on shirt factory 
special equipment; and perhaps a nominal estimate for 
buildings which were undoubtedly escalating in value all 
the time. The auditors would be quite happy with a reserve 
reasonably akin to last year’s. 


The MD brooded silently. Personally, I can remember 
some odd yarns told among my colleagues about figures 
plucked out of the blue in the past, unchanged annual 
lump sums unrelated by anything, but the professional 


outlook has stiffened in recent months. Still, he might 
appreciate the story of the Westinghouse Electric and 
Manufacturing Company. 


It was founded in 1899 with an initial capital of 
£1,500,000, later raised to £4,500,000, including deben- 
tures. Buildings, plant, and patents stood in the balance 
sheet at £2,600,000. But the net profit for the first five 
years’ trading to July 1904 was £1,665! 

The previous year the auditors had stated: ‘It has not 
been deemed necessary by the management to make any. 
provision for depreciation of buildings, machinery, etc.’ 
For 1903-04 the depreciation charged was £10,500, 
and the auditors’ report was made ‘subject to the adequacy 
of the amount written off for depreciation’. Indeed, it was 
not until 1913 that the auditors gave Westinghouse a 
clean report, and meantime the company was going down- 
hill fast. 


The MD said succinctly that the ancient watchdogs 
might well have barked instead of whimpering, and asked 
how our own auditors would react to a reduced 
provision. 


The problem is that he’s never really established any 
sort of decent mutual understanding with the auditors. 
He meets the partner in charge in discussion of the final 
draft accounts, as well as in attendance at the annual 
meeting, but hardly ever otherwise. The relationship is 
superficially cordial, but by nature directors and auditors 
are poles apart. 


In practice, of course, my staff and I often argue hotly 
with the auditors who visit us; but our directors and their 
principals never meet to let their hair down together, so 
to speak. It’s a communication gap which can hardly 
benefit the profession. 


Anyhow, I maintained stoutly that co-operation would 
certainly be forthcoming, so the MD demanded a schedule 
of assets at cost, less depreciation to date, plus comments 
from Ilkley and our valuation advisers. Finally, he d like 
my personal justification for the maximum possible re- 
duction in the half-year’s provision. 


There’s nothing like delegation. 
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Practical Accounting for VAT 


by H. S. A. MACNAIR, F.C.A. 


The early prospect of joining the European Economic Community has caused the 
Government to accelerate the time-table for introduction of the value added tax, now 
expected to coincide with the anticipated January 1973 entry date for the Community. 
/t is therefore necessary to pass from academic discussion to consideration of some 


T is interesting to contrast the attitudes to value added tax 

in the United Kingdom and in the Irish Republic. Both 
countries are applying for membership of the European 
Economic Community, and it is only in this context that the 
decision to adopt VAT makes sense. 

The possible adoption of VAT on its own merits was 
adversely reported on by the Richardson Committee in 1964 
(Cmnd. 2300) which thought that its substitution would not 
give business men any important additional incentives to 
efficiency, nor would it lead to the transfer of resources to 
more productive firms. Nevertheless the philosophy which 
sought these objectives continued to influence Whitehall, 
so that when selective employment tax was introduced in 
1966 it was possible for Professor W. B. Reddaway to 
comment, when considering the historical effect of that tax 
on the distributive trade, that ‘SET is in some respects 
akin to a value added tax, but confined to certain industries 
... we can think of SET as a tax which is imposed at each 
of a succession of industrial stages, on the basis of the work 
done at that stage’. 

In the Republic of Ireland, however, there was a more 
rapid move towards a broadly-based tax on turnover. 
Although a wholesale tax corresponding to United King- 
dom purchase tax (recommended by the 1960 Irish 
Commission) was not brought in until 1966, the sales tax 
introduced in 1963 reflected the pressing need to enhance 
the yield of revenue without increasing the burden on 
existing taxpayers. A White Paper published in 1968 
expressed satisfaction with these arrangements, while 
commenting that VAT would be more flexible and offered 
progressive characteristics. 


EEC directives 


On March 25th, 1957, there was signed in Rome the final 
act of a fasciculus of documents of which the treaty was the 
most important, although the occasion was not considered 
too grand to include a protocol concerning the tariff quota 
for imports of bananas. Indeed, the mention of this item 
serves to emphasize the essentially practical and precise 
character of dealings between the participants. In parti- 
cular, the furtherance of EEC has to be carried out by the 
numerous corporate bodies set up under its auspices, of 
which the nine-member Commission is charged with the 


probable features likely to interest accountants. 


duty of ensuring the application of the provisions of the 
treaty and subordinate legislation. One may remark in 
passing that the traditional absence of a written constitution 
in the United Kingdom presents a psychological barrier to 
a logical understanding of a régime for which the ultimate 
justification is the sanctity of a scrap of paper. 

Article 99 of the treaty states that the Commission shall 
consider in what way the law of the various member states 
concerning turnover taxes, excise duties and other forms of 
indirect taxation, including compensatory measures apply- 
ing to exchange between members, can be harmonized in 
the interests of the Common Market. It will be observed 
that it is the function of the Commission to consider and 
hence to make proposals: but the executive function is 
assigned to the Council. It is to the directives of the 
Council, therefore, that one must look for authoritative 
guidance. 

The first and second directives on turnover taxes date 
from April 1967. Their gist is quite blunt: “The member 
states are to replace their present system of turnover taxes 
by the common system.’ 

The detailed elaboration of the system is necessarily a 
continuing process no different in principle from that 
familiar in regard to, say, the elaboration of purchase tax. 
In practice, however, the influence of case law on statute 
law which has such great importance in the United 
Kingdom is likely to be of relatively little importance in 
relation to EEC directives. The reason for this is, of course, 
the weakness of the ‘feed-back’ effect when the processes of 
the law are lengthy. 

The purpose of making these introductory remarks is to 
emphasize the uselessness of seeking to influence the main 
lines of VAT by letters to The Times or any other method 
of lobbying for particular interests. The recipe is given — 
it is up to the confectioner in each member state to derive 
from it a product which will suit its people’s taste. 


Direct tax precedents 


The essential feature of VAT is the importance of paper- 
work ‘There is a precedent in the system by which com- 
panies have been required to account for income tax since 
1966. Every United Kingdom resident company making a 
disbursement chargeable under Schedule F (dividends and 
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other distributions) or section 54 of the Income and 
Corporation Taxes Act 1970 (yearly interest) or section 53 
(patent royalties, annuities or similar annual payments) is 
accountable for income tax in respect of that disbursement 
under a régime comparable to that applied to payroll 
disbursements (PAYE). 

It is quite surprising how many companies remain 
ignorant or only half-aware of their duties in this context. 
Part of the blame must rest with the Inland Revenue 
department with its laissez-faire traditions, very different 
from the Customs and Excise with its hard-hitting publicity 
and direct personal contacts. 


Negotiable value 


Accountants, anyway, are familiar with the procedures 
under what was Schedule 12 of the Finance Act 1965, 
later Schedule o of the ‘Taxes Act 1970 and — from a date 
to be announced when new regulations are formulated — 
section 240 (a) introduced by the Finance Act 1970. What 
happens is that the amounts accountable have to be paid 
over within fourteen days of the monthly ‘accounting date’ — 
the 5th of the calendar month. Interest at what is currently 
4 per cent per month runs from the 19th of the month 
without the need for any assessment formalities, although 
amounts of interest not exceeding £5 are ignored. 

The reason for introducing a mention of this procedure 
in the context of VAT lies in the opportunity for reducing 
or eliminating the tax accountable, or even securing a 
refund, where the company is in possession of a piece of 
paper issued under the authority of section 232 or section 
55. This piece of paper accompanies the receipt of dividends 
or annual payments, as mentioned above, and certifies that 
the source of that income has satisfied the claims of the 
Revenue to a certain amount of tax — income tax at the 
standard rate or, as it will be known in future, the ‘basic 
rate’ (currently 38-75 per cent, later perhaps 30 per cent). 
The transmission of an acceptable voucher of this nature is 
equivalent to a sterling remittance to the tax authorities. 

It is perhaps not at once appreciated that, once put in 
circulation, such a voucher has a degree of negotiability 
not so very different from, say, that of a bank giro transfer. 
It is true that, in physical terms, the circulation is limited 
to one transmission to the Collector of Taxes, but the 


value which it connotes can immediately be forwarded op ` 


its way by the issue of a similar voucher. An obvious 
instance occurs when a payment of interest or dividends 
(in the absence of an election to make a gross payment) 
is routed upwards through numerous subsidiaries to the 
parent company before wider dispersal. Indeed, if a sub- 
subsidiary happens to have a substantial portfolio invest- 
ment in its ultimate parent, the tax merry-go-round comes 
near to perpetual motion. 


Invoicing VAT 


The key administrative feature of VAT is the inclusion on 
every invoice from a participant in the system of a specified 
amount of tax. That amount has sterling value which can 
immediately be cashed by a zero-rate participant. An 
exporter or a farmer is likely to be a zero-rate partici- 
pant, and as such does not act as collector of VAT from 
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foreign buyers or the cattle market. Hence every invoice he 
receives can at once be turned into a cash refund on 
making his periodical return. It takes little knowledge of 
farmers (or even exporters) to deduce that they will buy 
their stationery and every little trifle from a source which 
shows tax on the invoice, rather than from the unregistered 
‘little man round the corner’ who is tax-exempt. 

It is of fundamental importance to grasp the distinction 
between zero-rating and tax exemption. A zero-rate 
badge is a licence to convert the VAT content of any 
invoice into good sterling cash. It is rather strange that so 
little should be said about this in the National Development 
Office Report. What is worth repeating over and over again 
is that it is a privilege to belong to the VAT club, because 
non-members are likely to find their wares a drug on the 
market. The true significance of the right to cash the VAT 
content of invoices paid does not appear until it is under- 
stood that capital goods invoices are no different in 
character. Who will employ an unregistered plumber whose 
£130 fee includes the VAT content of the materials he 
supplies as an irrecoverable cost, as contrasted with a 
registered builder who invoices {£130 of which {£30 is 
expressed to be VAT which the customer can immediately 
cash against his own tax liabilities resulting from sales? 


Twilight regions 


It is only a short step from understanding the status of a 
zero-rated trader to understanding the circumstances of one 
who must state on his invoice the VAT due at the rate 
applicable to his category and account for the tax to the 
collector. The United Kingdom Green Paper (Cmnd 4621) 
is a poor effort and its dismissal of zero-rating (paragraph 
2.15) marks the naiveté of its approach. Readers may 
instead obtain a serious view of the probable incidence of 
VAT through a publication distributed with great generos- 
ity by the Revenue Commiscioners of Dublin Castle. 
Anglo-Saxons who pride themselves on their business 
qualities will be put to shame by the superior excellence of 
the White Paper laid before the Oireachtas by the Minister 
of Finance at the same time as the Green Paper was issued 
by his United Kingdom counterpart — although this may 
owe something to the fact that VAT in the Republic is 
scheduled to commence one year earlier. 

In this article attention has been focused on those aspects 
of VAT which are significant for accountants. VAT will 
undoubtedly enhance the premium on efficient accounting 
methods and credit control. 

There is, of course, a particular significance for prac- 
titioners since these are likely to find themselves in the 
twilight region of tax exemption. This was the case in 
Denmark where accountants were permitted to apply for 
registration, but one can assume that initially admission 
to the charmed circle will be restricted for administrative 
reasons. Now, therefore, is the time for the profession to 
put its house in order by regularizing the use of unlimited 
companies to conduct professional business, so as to 
facilitate the conduct of a practice through the separate 
media of a capital-intensive unit which would elect for tax- 
status and a labour-intensive unit which could escape 
including VAT in fees rendered to the non-commercial 
sector. 
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Taxation 


Cases 





Brown v. CIR 
In the Court of Appeal — May 26th, 1971 


(Before Lord Justice RussELL, Lord Justice FENTON ATKINSON 
and Lord Justice STAMP) 


Surtax — Tax advantage — Sale of shares by taxpayer — Price paid 
in cash — Bank loan to purchaser — Purchaser a company controlled 
by seller — Taxpayer to keep at least stated sums at bank — Low rate 
of bank interest to purchaser — Whether consideration represents 
available distributable assets or their value — Whether commercial 
transactions — Whether tax advantage was main object — Finance 
Act 1960, sections 28, 43 (4) (g). 


The taxpayer sold his shares in five companies to General 
Auto-Work Ltd, a company controlled by him. The sale price 
was {10,000 in cash, and in order to pay this sum, and £15,000 
to his wife for her shares, General borrowed £25,000 from a 
bank. The taxpayer, his wife and Reproductive Engineering 
Ltd, also controlled by him, undertook to keep at least £25,000 
on current account with the bank. Interest of only 2 per cent 
per annum was charged on the £25,000. Reproductive carried 
on an engineering business on behalf of General, and the five 
companies carried on plant-hiring businesses. 

The Inland Revenue served a notice under section 28 of the 
Finance Act 1960 on the taxpayer to counteract an alleged tax 
advantage to him from receiving the £10,000. It was contended 
for the taxpayer that the notice was bad because: (a) the £10,000 
did not represent available distributable assets; (b) the trans- 
action was carried out for bona fide commercial reasons; (c) the 
main object of the transaction was not the obtaining of a tax 
advantage. The section 28 tribunal decided in favour of the 
taxpayer on the first question. 

Held (affirming the judgment of Mr Justice Megarry): 
£10,000 represented available distributable assets of General 
and the counteracting notice was valid. 


Cleveleys Investment Trust Co v. CIR 
In the Court of Session — June 23rd, 1971 


(Before the LORD PRESIDENT (Lord CLYDE), Lord MIGDALE, 
Lord CAMERON and Lord JOHNSTON) 


Corporation tax — Capital gains tax — Loss claim — Investment- 
holding company financing another company — Whether to create a 
debt or to obtain asset — Whether loss deductible — Finance Act 
1965, sections I9, 22, 23; Schedule 7, paragraphs 5 (3), II; 
Schedule 11, paragraph 7. 


The appellant, an incorporated company but with its liability 
not limited, carried on business as an investment-holding 
company. It had a number of subsidiary companies. In April 
1966 the appellant paid £25,000 to a recently-formed company 
(Falkirk), and did so in pursuance of a decision to acquire a 
financial interest in the latter. When Falkirk’s accounts were 
available, its capital was to be reconstructed, and the appellant 
was to have 51 per cent of its shares. A letter of undertaking 
was signed by the directors of Falkirk, and it referred to receiv- 
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ing ‘on loan the sum of £25,000’ and granting to the appellant 
a bill of exchange for that amount. The letter went on to under- 
take to pay interest ‘on the said loan’; and that Falkirk was to 


be entitled to repay the loan wholly or partly prior to Sep- ` SC 
tember 30th, 1966. The letter continued that on the completion ` ` 
of a scheme of capital reconstruction Falkirk would allot to the 


appellant 51 per cent of its ordinary shares. On November 14th, 
1966, Falkirk went into liquidation, and no payment was 
received by the appellant in respect of the transaction, and the 
appellant wrote off the transaction as a total loss. 

It was contended for the appellant that by the above- 
mentioned transaction it had acquired an asset; that the asset 
was not a debt; that the asset had been lost; and that the 
appellant was entitled to set the loss against future capital gains. 
It was contended, alternatively, that if the asset was a debt, it 


was a ‘debt on a security’ within paragraph 11 (1) of Schedule 7 


to the Finance Act 1965. It was contended on behalf of the 
Revenue that the asset acquired was a debt; that it was not a 
‘debt on a security’; that by paragraph 11 (1) of Schedule 7 
to the Act no chargeable gain could accrue on the debt; and 
that therefore no loss could be sustained for capital gains tax 
purposes. The Special Commissioners decided in favour of the 
Revenue holding that what had been acquired was a debt not- 
withstanding the arrangement for the allotment of shares to the 
appellant; and that the debt was not capable of being used to 
offset gains. 

Held (Lord Migdale dissenting): the asset acquired was an 
interest in Falkirk; that interest was an asset for capital gains tax 
purposes; and the amount of the loss on the asset was allowable 
for these purposes. 


CIR v. Chubb’s Settlement Trustee 


In the Court of Session — June 23rd, 1971 


(Before THE LORD PRESIDENT (Lord CLYDE), Lord MIGDALE, 
Lord CAMERON and Lord JOHNSTON) 


Capital gains tax — Marriage settlement — Variation — Notional 
disposal by trustee — Transfer of assets to beneficiaries — Trustee 
incurring legal and accountancy costs — Also stamp duty — Whether 
costs and duty deductible — Finance Act 1965, sections 25 (3), 45 
(9), Schedule 6, paragraph 4. 

In 1934 a marriage settlement was made between the husband 
and the wife, and under it the wife was entitled to liferent of 
the settled assets with remainder to the children or remoter 


issue of the marriage, as the wife might appoint. The husband 


died in 1952, and there was only one child of the marriage, a 
daughter. 

The widow and the daughter wish to vary the settlement 
so that the daughter could have 70 per cent of the capital at 
once, and the widow the remaining 30 per cent, absolutely in 
both cases. For this purpose a deed of variation was made, and 
no question arose as to its validity. Before this deed had been 
entered into the trustee had incurred certain expenses such as 
legal costs, the trustee’s own fee and accountancy fees. These 
costs and fees came to £486 19s. There was also a payment of 
£20 for stamp duty. The capital gains tax amounted to £18,674. 

It was contended for the Revenue that neither of the above 
sums qualified as a deduction in computing the amount of 
capital gains tax, as the expenditure had been incurred prepara- 
tory to the notional disposal and re-acquisition provided for 
by section 25 (3) of the Finance Act 1965; and that no expenditure 
on that occasion was deductible. It was contended for the 
trustee that the expenditure had been incurred for the purposes 
of the total transaction; and that the expenditure was deductible 
pursuant to paragraph 4 (1) (c) of Schedule 6 of the 1965 
statute. The General Commissioners decided in favour of the 
trustee. 

Held: the General Commissioners’ decision was correct. 
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Mitchell Construction Co Ltd v. 

Secretary of State for Employment 

In the High Court of Justice (Queen’s Bench Division) - 
June 30th, 1971 

(Before THE Lord CHIEF Justice (Lord WipGery), Mr Justice 
LYELL and Mr Justice COOKE) 


Selective employment tax — Building and civil engineering con- 
tractor — Construction of plant for another company — Concrete 
foundations for heavy machinery — Ducts in foundations for water, 
compressed air and electricity — Layout of machines dependent 
upon character of foundations — Whether establishment for making 
metal manufacturing plant — Selective Employment Payments 
Act 1966, section I (2) — Minimum iist headings 341, 500. 

The appellant, a building and civil engineering contractor with 
its head office in Peterborough, was engaged, between January 
1967 and July 1968, in constructing works for Stewart and 
Lloyds Ltd at the Greatham works of the latter at Hartlepool. 
The works were in connection with the converting of steel plate 
and coil steel plate into large steel tubes. The appellant was 
responsible for the general management of the project, for the 
creation of the new plant and for its design, and for the con- 
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struction of all civil engineering work. This work included the 
making of reinforced concrete foundations for heavy machinery 
and the making of a furnace and its flues. Ducts were made in 
and between the foundations for supplies of water, compressed 
air and electricity required for the various processes. T'he layout 
of the various machines was dependent upon the proper design, 
layout and construction of the foundations. 

It was contended for the company that the appellant’s estab- 
lishment at the Greatham site was an establishment for the 
making of metal manufacturing plant within sub-head (2) of 
minimum list heading 341; and that that included the provision 
of the foundations. It was contended for the Revenue that the 
provision of the foundations was not the provision of metal 
manufacturing plant. The Industrial Tribunal was divided, 
the two lay members being in favour of the Revenue’s view, 
and the chairman of the view that the concrete work was a part 
of the making of the plant. 

Held (the Lord Chief Justice dissenting): the work on the 
foundations was part of the work of producing metal manu- 
facturing plant, and the appellant’s establishment at the 
Greatham site was within section 1 (2) of the Act, so that the 
appellant qualified for repayment of selective employment tax. 


The Finance of Foreign Trade and 


investment 


Possibilities for British Companies 
by J. B. HYDE, B.A., A.I.B. 


RADITIONALLY, a great part of the world’s trade was 
invoiced and paid for in pounds sterling. UK exporters 
selling abroad invoiced their goods in pounds and expected to 
be paid in that currency. Many foreigners selling into this 
market were content to invoice in our currency and to receive 
payment in our currency. Indeed many foreigners trading 
between each other, bought and sold goods for pounds sterling. 
Alas, confidence in sterling waned steadily and increasingly 
after the end of the Second World War. To begin with, our 
foreign buyers simply tended to demand longer credit — the 
longer they could put off buying pounds to pay us, the greater 
the chance that those pounds would have depreciated against 
their currency. Equally, our foreign suppliers, those from 
whom we buy goods, grew less and less comfortable at granting 
credit to us, or alternatively they began to invoice us in curren- 
cies other than pounds. It has been very noticeable that, as a 
country, we have extended far greater credit to our foreign 
buyers than our foreign suppliers have extended to us. In a 
country whose visible trade alone, both exports and imports, 
amounts to about £1,200 million a month, ‘leads and lags’, as 
they are called, can have a massive effect on the balance of 
payments. 

While foreigners increasingly invoiced us in foreign cur- 
rencies, especially dollars, we were slow to adopt the same 
practice. Obviously it is commercially inadvisable, perhaps 
impracticable, to change invoicing policy too often — the 
customers don’t like it — but there was and is a good case for 


The substance of a paper presented to this year’s Oxford Summer 
Conference of The Institute of Chartered Accountants in England and 
Wales. The author is managing director of the London Multinational 
Bank. 





British companies invoicing in stable foreign currencies, 
particularly where some extension of credit is involved. 


Exchange control 


Let us consider precisely what happens. If a UK exporter 
receives foreign currency, he is ordinarily forbidden to retain it 
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by our exchange control regulations, so he approaches his 
bankers and sells the currency spot foz pounds. If a UK ex- 
porter is to receive foreign currency at a future date, he may do 
one of two things. He may take no action until the date of 
receipt draws near, when he sells the currency spot to his 
bankers. If he takes this course, he does not know until the last 
moment exactly how much, in terms‘of pounds, he will receive; 
he is running a risk, an ‘exchange risk’. It is simple to avoid this 
risk — he can enter into a ‘forward exchange contract’ with his 
bankers. He undertakes that between certain dates (since 
precision is not always possible), he will pay to his bank so 
many units of foreign currency and ir. return will receive so 
many pounds. Now, as the forward pourd has been at a discount 
on the spot price against nearly all the main currencies for a 
long time past, there has been a substantial advantage to UK 
exporters to conduct their trading affairs in this manner. 

UK importers, liable to pay foreign currencies for their 
purchases can equally well ‘cover forward’. In recent years, they 
of course will have paid rather more pounds for foreign cur- 
rencies purchased forward than for those purchased spot but at 
least they will have run no exchange risk; and sterling finance 
has been scarce and expensive, so they will have done quite well, 
too. 

You are, I am sure, all sufficiently well aware of the kind of 
sterling facilities provided by the Export Credits Guarantee 
Department (ECGD) in this country, foz me not to go into them 
at all deeply. Nevertheless, I do wonder whether English 
exporters when attempting to sell their goods abroad, remember 
sufficiently often the excellent tools with which ECGD has 
provided them. Equally, when buying abroad, do we in this 
country sufficiently often inquire whetaer there may be some 
foreign credit insurance plan which would greatly facilitate 
and cheapen those foreign purchases by us? Most well developed 
industrial nations have organizations similar to ECGD. 


Investment 


I want to move now to the finance of foreign investment. I 
must make clear that by ‘investment’ I am thinking of the com- 
pany who wishes to make a foreign accuisition or to develop a 
subsidiary abroad. The British authori-ies are reluctant to see 
foreign currency purchased with sterling and simply remitted 
abroad for investment of this kind. Th2y emphasize the desir- 
ability of borrowing abroad. Other ccuntries, however, have 
their balance of payments pre-occupaticns also, and many have 
made it difficult, if not impossible, fcr foreign borrowers to 
raise money in their domestic markets — especially if this is to 
finance the purchase of domestic assets by foreigners. It is 
at this point that the eurocurrency markets come into their 
own. Si b 

Mention of the word ‘eurocurrenci2s’ leads me back into 
history. In the late 1950s some holders of US dollars, particularly 
in Eastern Europe, while they were content to hold their assets 
in dollars, were reluctant — perhaps fer political reasons — to 
retain them in the US. At the same time, there was inside 
America a considerable margin between the rates of interest 
which American banks paid for dollar deposits, and the rates of 
interest which they charged for dollar Joans. This was, at least 
partly, a situation forced upon the American banks by their 
regulatory authorities, the Federal Reserve system. 

Given a sizeable spread, it is obviously possible for bankers 
in other parts of the world to pay more on dollar funds deposited 
with them than the American banks do in the US, and to charge 
Jess on dollar loans, and still make a respectable profit margin. 
Accordingly, banks in London and other financial centres 
established themselves as eurodollar kanks. All eurocurrency 
markets owe a great deal to artificizlities and rigidities in 
domestic markets which render the domestic markets vulnerable 
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to competition. For example, there is a eurosterling market 
largely centred on Paris. This market has been brought into 
being almost entirely by our exchange control regulation, which 
forbids UK banks to make sterling loans to non-resident 
borrowers. Se 
We are now ready to define a eurocurrency. I think it can b 
done very simply by saying that a eurodollar is an American 
dollar on deposit outside the USA; the word ‘Euro’ is certainly 
a misnomer, and came into being simply because most of the 
market activity originally took place in Europe. Equally a 
europound is an English pound on deposit outside the scheduled 
territories. 


Eurocurrencies 


The eurocurrency markets are enormous, and the Bank for 
International Settlements in Basle periodically has a shot at 
quantifying their size. However carefully these calculations are 
carried out, I myself have grave doubts about the accuracy of the 
final figure. Only recently, for example, many of us suppressed a 
chuckle when the European central banks discovered that by 
their own activities in these markets they had confused their 
own statisticians. It is the conventional wisdom to say that the 
eurodollar market is approximately $50-S60 billion large; 
although, as George Bernard Shaw once said, there aré 
so many noughts that a few more or less don’t make any 
difference. : 

Going back to the early 1960s, most people believed that the 
eurodollar market was entirely a high-volume short-term 
market; that the holders of the dollars were possessors of them 
only for short periods and therefore could dispose of them only 
for short periods and could not therefore lend them or deposit 
them for much longer than for a few months. Later, sceptical 
and enterprising bankers refuted this by arranging bond issues, 
or long-term loans, on the eurodollar market, and it then became 
the accepted truth that the market broke into two parts,’ the 
long-term market and the short-term market. Most observers 
today, I suppose, would admit that the market is a complete 
market, that owners of dollars range from those who have them 
for short terms, to those who command great wealth available 
for investment at short, medium, or long term. Theoretically, 
the holder of such funds has investment outlets available from 
overnight, literally overnight, up to a 15-year period. 

The only companies which can borrow in the bond markets 
in the form of issuing fixed-interest-rate straight debt obliga- 
tions are companies of very substantial size, and above all 
compenies that are well known in the European market. ‘These 
two points cannot be over-emphasized. The investor simply 
believes, without studying figures, that companies like Esso and 
Gulf end Shell will honour the obligations they undertake, and 
accordingly he is prepared to buy their bonds or their promussory 
notes. l 

A rule of thumb as to size would be that companies with a net 
worth of under say £40,000,000 cannot really approach the 
eurodollar bond market, and there are many companies of such 
a size who cannot approach the market for the only reason that 
no one in Europe has ever heard of them. There is no hiding 
the fact, either, that the Rolls-Royce, Vehicle and General and 
other failures have impressed themselves on the minds of foreign 
investors. 

Years ago, the one market open to foreign borrowers was the 
sterling market; up to 1914, foreign governments and others 
wishing to borrow would approach one of the great London 
merchant banks and arrange to borrow sterling for a period of 
years. After the First World War, the main international capital 
market became centred on New York, and New York provided 
dollars in abundance to a cash-hungry world. As the American 
balance of payments problems multiplied in the mid-1r96os, 
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more and more obstacles were placed in the way of the foreign 
borrower until even that great market was pretty well closed. 


Bond markets 


The long-term markets open to borrowers recently have been the 
eurodollar bond market, the Deu-schemark bond market, and 
the Swiss franc bond market. Boncs can also be denominated in 
European units of account and Evropean currency units. Each 
has its separate and different charecteristics. 

The dollar bond market is unsegulated and issuing houses 
are free to bring forward their cients whenever they see fit. 
Final maturities for straight debt issues are usually 15 years, 
but 18 years has been seen. Sinking fund or mandatory redemp- 
tion provisions are usually by meaus of periodic equal payments 
beginning after five years, to give an average life to the loan of 
10/11 years. The size of borrowings, the amount of an issue, 
naturally depends on the quality cf the borrower and the state 
of the market — $20-$25 million dollars are frequent. The 
coupon rate for a borrower of the Highest calibre today would be 
about 84 to 82 per cent. 

The innovative spirit of the investment bankers, in their 
continuous search for instruments and techniques which will at 
once supply their client’s needs a the lowest cost and attract 
the savings of investors, has prodaced a number of variations. 
Bonds with interest rates that fluctuated from time to time were 
designed to disperse the gloom of a bear market, but, generally 
speaking, found less favour with Jrivate investors who prefer 
to have a calculable future income, than with banks; but even 
banks were reluctant to buy too hzavily because of the term of 
the paper, and some doubts about its marketability. 

Bonds convertible into equity hæve been issued in order to get 
them away at a coupon lower thar the prevailing straight debt 
market would demand. The cost of equity dilution, however, 
must be added into the calculation, and where the conversion 
premium is fixed at only 6 or 7 per cent above the current share 
price and the stock is trading at a historically low P/E multiple, 
the very idea of issuing in this manner horrifies the company’s 
board. When the tug-of-war betw2en borrowers and lenders is 
fairly balanced, convertibles are very popular, because the tax- 
free coupon compares very well with a common stock dividend. 

Private placements have an exot.c and mysterious ring to the 
uninitiated, but in fact are simply the distribution by a bank of 
notes direct to institutions and private investors. The notes 
are unquoted — there is no regular after-market for them. Their 
term is anywhere from three to atout seven years, the interest 
rate is fixed for the period, and the coupon may be yearly or 
half-yearly. 


General considerations 


There are a few aspects common to all the markets I have 
mentioned. First of all, secondary narkets are poor; a quotation 
on a Stock Exchange, say Luxemburg, by no means guarantees 
active trading at narrow prices. Icdeed, most of the trading is 
carried out between dealers withait going through any official 
exchange. 

Secondly, it is essential that irterest and principal be paid 
gross without deductions for tax cf any kind. It is to meet this 
requirement that borrowing companies are often registered in 
such unlikely spots as Bermuda Dr the Netherlands Antilles. 
Those with suspicious and cynical casts of mind infer from 
this that all eurobond investors are faceless men, avoiding and 
evading tax and breaking the laws of the country of their resi- 
dence. There may indeed be some such, but there are also many 
who simply will not — one might almost say cannot — contend 
with the administrative complexties of claiming tax credits 
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in their own country for tax deducted in another. I can assure 
you that much of the business would be driven from London 
if a withholding tax on interest payments was imposed by the 
British authorities — even if the depositors could offset against 
their local tax in due course. 

Thirdly, only borrowers of a certain size and quality can 
ordinarily issue bonds or notes for placement. Neither the 
investor nor his portfolio manager can see any merit in lending 
to a weak credit for an extra $ per cent per annum, and neither 
of them will forget for a long time those few occasions when their 
guard has slipped! 

All is not lost, however, for the smaller or less well-known 
company. It can turn to the commercial banking community 
where the analysts, the connoisseurs of the cash-flow, the 
students of the source and application of funds, are said to 


_reside. Just how many professionals of this kind can be found is 


often questioned. Borrowers, however, need not trouble them- 
selves with the alleged poor credit standards brought to bear in 
the eurocurrency markets — they are on the right side of the 
equation. 

Continuing on this tangent for a moment, I truly believe that ~ 
even after Rolls-Royce, Mersey Docks, and the others — the 
market is continuing to adopt an unreasonably relaxed attitude 
and is too frequently failing to require that a borrower for a 
number of years enters into reasonable covenants and restric- 
tions in exchange for the term commitment from the lending 
bank. 

Whatever its shortcomings, however, the banking system can 
make available very large sums for periods which today often 
extend from short periods of a few months up to six and seven 
years and even occasionally a little longer. Interest rates are 
usually reviewable every few months — the basic reason for this 
is because the banks’ deposits are mostly of short-term duration, 
and, of course, you should not expect a banker to take a view on 
interest rates in the way he regularly expects his customers to do. 

I am sure that as time passes new lenders will be found o. 
make foreign loans. The World Bank borrowed in Japanese yen 
quite recently, just as they have in Austrian schillings and 
Kuwaiti dinars. However imperfect the capital markets and the 
eurodollar banking market may be, they have financed, on a 
massive scale, trade and investment all over the world. 


Central regulation 


But now we have talk of intervention by the central banks. 
Seeing funds converted out of weak currencies and into strong 
ones, seeing domestic interest rate policies disrupted and blunted 
by borrowing abroad in other currencies, central bankers are said 
to be determined to control these movements of funds. 

Let me add my voice to those who urge caution. It is open to 
each central bank to govern the actions of its fellow citizens — the 
Bank of England has governed ours for years. To combat 
unwanted foreign funds, Swiss banks used to levy charges on 
the credit balances of foreigners. Domestic interest rates can be 
defended by forbidding borrowing abroad and the import of the 
proceeds of the loans. ; 

I agree that forward exchange transactions quite different from 
those discussed earlier — in fact quite unrelated to the movement 
of goods — can play havoc with an exchange parity, particularly 
if the central bank feels bound to keep forward rates within some 
reasonable relation to the spot rate. Certainly immense damage 
was done to this country and to sterling from this kind of specu- 
lation and I have for years believed that the use of future ex- 
change operations should be subject to international agreement. 
But I hope very much the authorities will not act too crudely; 
to reduce the size of the market too swiftly could lead only to 
serious liquidity problems and could threaten rather than 
strengthen such currency stability as we have. 
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The Balance of Payments 


The New Official Definition 


by E. J. BROSTER 


A new official definition of the overall balance of payments has gone unsung, 
and, as the author of this article believes, largely unnoticed, 


T will 7 recalled that the ‘old’ definition accounted 

for long-term capital in a separate account, leaving 
movements of short-term capital to form part of the 
surplus or deficit balance, inflow counting as surplus 
and outflow as deficit. All this hes changed. There was 
never any good reason why short-term capital should 
be treated any differently from long-term capital in 
the balance of payments accounts. In any event, the 
dividing line between what should count as long-term 
and what should count as short-term is extremely 
vague and indeed, according to the Bank of England, 
‘arbitrary’. 


Capital flows 


Now the two are combined, and called ‘Investment and 
other capital flows’, which we can refer to simply as 
capital flows. The balance aftez allowing Tor the so- 
called balancing ttem is called the ‘official financing’, a 
definition to which we shall be returning shortly. 

In the meantime, let us see what the Central Statis- 
tical Office now gives us in Financial Statistics, where 
the new definition first appeared in the September 1970 
issue. ‘Tables 85-88 are devoted to the UK balance of 
payments: | 

Table 85 contains summary statistics quarter by 
quarter from 1958 to the latest available, as follows: 

Current account, seasonally adjusted: 

(1) Visible trade. 
(2) Invisibles. 
(3) Current balance. 
Not seasonally adjusted: 
(4) Current balance. 
(5) Capital flows. 
(6) Balancing item. 
(7) Total currency flow: (4)+(5)}+ (6). 
(8) Allocation of Special Drawing Rights. 
(9) Geet subscriptions to International Monetary 


(10) Total of official EE (7)-+(8)-+(9); 
(x1)+(12) with sign reverse 

(11) Official borrowing oversees. 

(12) Official reserves. 


Table 86 gives the current account figures in the same 
detail as previously from 1963 onward. 

Table $7 is headed ‘Investment and other capital 
flows’ and contains for 1963 onward much the same 
detail as the old capital account plus the short-term 
capital ows. A column is now provided for ‘euro- 


also 


dollar borrowing in London’, footnoted ‘for investment 
overseas’. 

Table 88 repeats for 1963 onward the figures given 
in the columns numbered (4), (5), (6), and (7) under 
table 85 above, but shows separately the Exchange 
Equalization Account’s loss on forward exchange 
incurred as a result of the 1967 sterling devaluation. In 
table 85, the loss is accounted for under capital flows. 

The rest of the table, consisting of eight columns, 
is devoted to official financing. Apart from the columns 
for total official financing, of which there are two, and 
for SDRs and gold subscriptions to the IMF, they 
give the following: 


Net drawings from and repayments to: 


Other monetary authorities. 
Transfers from dollar portfolio to official reserves, and 
changes in the gold and currency reserves. 


The sum of these four columns is equal to the total 
official financing. 


Foreign official support 


Figures of net drawings from and repayments to the 
IMF and of the last two items were published pre- 
viously. Figures in respect of ‘other monetary authori- 
ties’, however, are new and are of great interest. They 
reveal the lengths to which foreign central monetary 
authorities are willing to go in support of sterling. 

The term ‘drawings’ is scarcely appropriate. It is 
borrowing purely and simply. In the last quarter 
of 1967, the period of sterling devaluation, the net 
amount borrowed reached the high record level of 
£608 million. In 1968 the total for the year amounted 
to £790 million, another high record. During 1969 
and 1970, there were net repayments of {669 million 
and {1,161 million respectively. We will look at the - 
annual figures in context shortly. 

We now turn to consider the term ‘official financing’. 
It is as misleading as ‘drawings’ used of borrowings 
from foreign central monetary authorities. It sounds 
as though the government deliberately sets out to 
finance deficits on overseas account; but it no more 
‘finances’ deficits than it ‘absorbs’ surpluses. What 
happens is that, when there is a deficit, the outflow of 
international currency across the foreign exchanges 
exceeds the inflow, with the result that the exchange 
value of sterling tends to fall below its agreed lower 
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limit of $2-38 to the £. To correct this, the Exchange Table 1 UK Balance of Payments 1964-69 
Equalization Account uses some of the gold and Definition Difference 
foreign currency reserves, with which it mops up Old New Short-term 
enough of the excess of outflow in the exchanges to keep ! 2 capital (2—1) 
the exchange value of sterling within its agreed limits. 2) Ge 
The gold and currency reserves are used mainly for 1964 —760 —695 +65 
day-to-day operations. During the prolonged period of 1965 — 242 —353 —111 
deficit, like the one that existed from 1964 to 1968, the 1966 —133 —$91 —458 
reserves would become dangerously low without ion a Se RE 
external assistance; and so the government steps in 1969 +664 4-743 479 


and borrows overseas against Treasury bills in order 
to maintain the reserves and to support sterling. 

© In periods of surplus, lending or repayment takes 
the place of borrowing, and so the external value of 
sterling is prevented from rising above its agreed upper 
limit of $2:42 to the £. 

So much for the so-called official financing of deficits 
on the overseas balance of payments. That the amounts 
of international sterling and other currencies used to 
keep the £ on an even keel in the foreign exchange 
market exactly balances the overseas accounts is bound 
to take place in a free market: supply is made to equal 
demand at a fixed price. Perhaps it is not surprising 
therefore that government short-term borrowing 
overseas and reductions in the gold and currency 
reserves made to support sterling in times of deficit 
are described as ‘official financing’. A more appropriate 
term is ‘official support for sterling’, or to cover 
surpluses as well as deficits, “official exchange market 
operations’. 


Political fallacies 


In the old accounts, movements of short-term capital 
such as ‘hot’ money formed part of the balance — part 
of the ‘overall deficit of £800 million’ in 1964, to 
which certain politicians have made frequent reference. 
It should be mentioned that the figure of £800 million 
was an exaggeration, the correct figure for the definition 
being about £760 million. 

‘Although an inflow of short-term capital always 
reduces the official support necessary in times of 
deficit and increases the overseas lending necessary in 
times of surplus, it actually increased the deficit as then 
defined. In 1964, there was a net inflow of short-term 
funds amounting to about £65 million, and the correct 
figure for the deficit balance (as now defined) was 
£695 million. 

It is absurd that an inflow of funds should have the 
effect of increasing an apparent deficit or decreasing an 
apparent surplus, and it is surprising- that the new 
definition was not adopted many years 2go — in 1952 
in fact, when capital account was first introduced into 
the balance of payments statistics. 

‘Table 1 below gives annual figures of surpluses and 
deficits on overseas account under both the old and the 
new definitions, the difference between the two, given 
in column (3), representing the flow of short-term 
capital. Both columns (1) and (2) take account of a 
gold subscription to the IMF of £44 million in 1966, 
and of a loss of £356 million by the Exchange Equaliza- 
tion Account on forward exchange in 1967 and 1968 on 
account of the sterling devaluation of November 1967. 


Note: Surplus (+), deficit (—). Source: Financial Statistics- 


It will be seen that, on the old definition, the year 
1964 had the highest deficit; and that on the new 
definition, the deficit in that year was equal to only 
half the deficit in 1968. Indeed, in 1968, it looked very 
much as though a second sterling devaluation within 
twelve months was inevitable. Only the increasing 
degree of international co-operation saved the £. 

SDRs did not come into the picture until 1970. A 
total of £171 million was allocated to the United 
Kingdom in the first quarter and was added to the gold 
and currency reserves. Of this total the Exchange 
Equalization Account had used £44 million by the end 
of the quarter, and a further £8 million by the end of 
the second quarter, when {119 million of SDRs stood 
to the credit of the reserves. 

As the country was running an appreciable surplus 
on overseas account, the SDRs, which had the effect 
of increasing the surplus helped repay some of the 
Government’s short-term overseas debt contracted in 
1968 in defence of sterling. The total short-term debt 
incurred for the purpose in the five years 1964-68 
amounted to £3,129 million. In the 18 months to 
June 30th, 1970, a total of £1,902 million was repaid, 
leaving {1,227 million still owing at the end of June. 

So many different figures of government debts 
incurred and repaid overseas have been bandied about 
in recent months that the official statistics are well 


` worth quoting. 


Table 2 contains the statistics for 1964 onward of 
overseas borrowing and repayments, and drawings on 
the reserves, made necessary to keep the external value 
of sterling within its agreed limits. The totals in the 
last column are the same as those in column (2) of 
table 1, with signs reversed. Column (3) includes the 
amount of {520 million transferred from the dollar 
portfolio in 1966 and 1967. 


Table 2 UK Balance of Payments 
Official Financing 


Changes 
in reserves 
decrease (+) 


Overseas borrowing (+) 


and repayments (—) Total 


IMF Other increase (—) (7+2+-3) 

(7) (2) (3) (4) 

£m £m £m £m 
1964 +357 +216 +122 . +695 
1965 +489 +110 ~- 246 +353 
1966 +15 -4-294 +282 +591 
1967 — 339 -+-691 -+319 +671 
1968 +506 +790 +114 +1,410 
1969 —30 — 669 A4 — 743 
1970 — 134 — 1,161 —125 — 1,420 


Source: Financial Statistics. 
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The dollar portfolio consisted of dollar financial 
assets held by the Treasury. Its total sterling value 
was {520 million, and £316 million was transferred 
to the reserves in 1966 and the remainder in 1967. 
As a result of the chronic deficit on overseas account, 
the government was thus compelled to scrape the barrel 
to curb the consequential weakress of sterling in the 
exchange markets. 


Official borrowing 


As I have said above, the borrowing from ‘other’ 
monetary authorities, as given in column (2) of table 2, 
is the only new statistical series taat the new definition 
has brought to light. The figures were hidden in the 
sterling balances, published separately in Financial 
Statistics under the general bead og ‘United Kingdom 
external liabilities and claims in sterling’. Although 
it is impossible to pick up the figt res of official borrow- 
ing from the sterling balances statistics in table or, 
two or three interesting facts emerge: 

(1) The bulk of the financial contr_.bution made in support 
of sterling originated in North America; 

(2) Western Europe central monetary authorities made a 
small contribution of some {200 million or more up to 
the end of 1968; and 

(3) The overseas sterling area, far from making any 
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contribution, actually reduced their holdings of UK 
Treasury bills by some $300 million between 1964 
and the end of 1968. 


Not that the countries of the overseas sterling area 
can be blamed for this. They suffered an appreciable 
financial loss when sterling was devalued in November 
1967. Their reserve backing for their local currencies 
consisted largely of sterling in the form of Treasury 
bills. To find these reserves reduced by about 15 per 
cent in terms of gold and American dollars overnight 
by a stroke of the pen was not encouraging. Even so, 
they were still holding $390 million of UK Treasury 
bills at the end of June 1970, and their holdings never 
fell below $300 million throughout the period of crisis. 
At the end of 1964, holdings stood at $700 million. 

On the whole, the new format of the balance of 
payments accounts throws appreciable light on the 
international financial scene and on the working of the 
international monetary system. 

One disquieting feature is the tendency of the balanc- 
ing item, which covers errors and omissions, to grow 
larger. In 1964, it was recorded as a deficit of {11 
million, in 1967, it had become a surplus of £185 
million; in 1969, a surplus of £321 million; and in 1970, 
a surplus of £157 million, which is colossal by any 
standard. 





MANAGEMENT INFORMATION 


Job Enrichment 


ECENTLY the idea of job enrichment has received some 

publicity, particularly in relation to women workers. This 
is natural since many of the lower-paid mundane jobs are still 
predominantly the domain of women, though, of course, the 
pattern is rapidly changing. 

There are two conflicting theories here. One — the traditional 
line — is that lower-paid workers do not go to work to get 
satisfaction from it; they do not want responsibility, but quite 
the reverse; they just require some pleasant, undemanding 
occupation which will allow them to chatter away or daydream 
and then return home. On the face of it che facts seem to support 
this view. Lower paid workers apply for, and appear to like, 
these dull repetitive jobs. And if they ar2 suited to it and like it, 
then (so the argument runs) what else is there to be said? 

But is this really correct? Because a group of people accept a 
traditional pattern it does not necessarily follow that this is the 
one they would choose if they were free to do so. There is a 
parallel here in changing attitudes to the non-white races. 
. Twenty years or so ago the belief was widely held that coloured 
races, Africans for example, were inherently inferior to the 
European races. The facts seemed o support this. Now, 
however, education is becoming more freely available to these 
people and their level of intellectural acaievement approximates 
more closely to that of whites. Geneticists or social scientists 
confirm that there are no real grounds for believing that one 
race is basically ‘inferior’ to another. It’s all a question of an 
imposed pattern of education and attitude. 


Perhaps then, the same applies to workers in lower-paid jobs. 
Until now they have behaved in accordance with what is ex- 
pected of them. But if they are given work that is intellectually 
and emotionally satisfying, do they like it? According to 
Professor Herzberg, writing in Harvard Business Review, some 
time ago, the answer is an emphatic ‘yes’. 

The studies covered laboratory technicians, sales repre- 
sentatives, production foremen on shift work and engineering 
foremen on day work. All people, that is, who were not by any 
means at the lower end of the job spectrum. In all these studies 
confidentiality was maintained; that is, the group investigated 
were not told that their work was being appraised. In every case, 
too, a control group was established of a roughly equal number 
of people whose work was not subject to ‘job enrichment’. The 
appraisal of the work of the groups was carried out by inde- 
pendent checkers who were not told which of the two groups 
had had their work analysed and altered, though generally it 
soon became apparent to them which one had. 


Nore responsibility 


Job enrichment itself meant, in almost every case, more 
responsibility, more freedom, less being checked on and more 
encouragement to use initiative and originality. The laboratory 
technicians, for example, who had until then merely done 
routine work for programmes designed by scientists, were 
encouraged to write their own final report, seek advice and help 
from scientists at their own option, put their own name on 
the project report, call on other services as they saw fit and 
requisition materials and equipment on their own authority. 
Salesmen no longer had to write reports on all customers: 
they decided which ones should be documented. Responsibility 
for determining calling frequencies, requesting the services of 
the technical service department verbally (paperwork was 
reduced to the bare minimum), settling customers’ complaints 
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about product performance, including immediate financial 
settlements up to a certain limit, buying back unwanted stock 
and, most important of all, within a range of about ro per cent, 
having complete discretion as to the price to be charged. 

In all the studies the results obtained from job enrichment 
were very substantial. Putting figures on performance in cases 
‘such as these is inherently difficult; some results seemed to 
indicate improvements of the order of around 16 to 21 per 
cent. 

Some of the conclusions arrived at Tom an analysis of the 
` various group job enrichment tests were quite startling. Almost 
‘any job it seems, can be enriched and in most cases the 
benefit soon shows in one way or another. This applied 
not only to groups of men engaged in the same work, but 
jobs such as that of assistant manager, which are unique 
to the individual. If the immediate superior is not aware that 
‘job enrichment’ has been applied to his subordinate, then 
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any change that he notes must, on the face of it, be genuine. 

Sometimes the fear that passing responsibility down the line 
may have disastrous results is very strong. One manager said 
that change was ‘only likely to be motivational for his sub- 
ordinates if it made him lose’sleep at nights’, In no case, however, 
did disaster occur. The fears were never realized. Giving 
responsibility to subordinates gave them also a heightened sense 
of how to use it. 

Other fears that never seemed to materialize were that ib 
enrichment, since it meant a more responsible job, would lead 
to demands for more pay and that the effect on the senior 
managers deprived of their responsibility would be the reverse 
of the job enrichment benefit gained by their subordinates (so 
that the net benefit would be nil). This, too, just did not happen. 
Freed from the need to supervise and check, the senior managers 
found new, higher order responsibilities. The initial job enrich- 
ment caused a chain effect right up the line. 





LETTER FROM AMERICA 
Add Taxes to Taste... 
From Our New York DEE 


T Bawl Street Journal — a satire that appears at this 
time of year and can be mistaken for the sober-sided 
daily on which it is modelled — has announced that the 
Internal Revenue Service will shortly adopt a system of 
‘negotiated rates’ for personal income tax. The analogy is 
with the variable-commission system that has this: summer 
been applied to stock-market transactions; this allows a 


large trade to pay a lower percentage rate than has to be ` 


paid by the investor who buys only a few hundred shares. 
It is probably only a matter of time until a member of the 


` ` accountancy profession makes the wry suggestion that 


auditing services should be charged according to a scale of 

fees tailor-made to suit the taste of each client. 
Meanwhile, however, the income tax structure is be- 

coming so complex and burdensome that almost any 


‘proposal for reform seems sure to win a following — and 
-an equally determined group of opponents. The cost 


recovery allowances proposed by the Administration last 
year (The Accountant, December 31st, 1970) has. been 
adopted in new and more liberal depreciation allowances 
authorized by the Revenue Service — but not before stirring 
up a revolt and threats of legal action by reformists. 

An official report favouring the value added tax has been 


issued, but the. Administration’s battle for it has by no 


means been won. Widespread demands for lower tax rates 
are being met with the surprising rebuttal that the lagging 
growth of the economy. will cause a deficit some £3,000 
million higher than expected in the ‘current year — so that 
further fiscal stimulation is unnecessary. 


With so much disagreement in theoretical matters, one . 


of the main grounds for encouragement on the practical 


front is the success with which computers are being applied 


to tax and other payments. One of the large banks has just 
introduced an automated book-keeping service that is said 
not only to cut the costs of receivables-recording by as 
much as 25 per cent but also to increase the efficiency of 
small businesses in making sure that receivables are in fact 
received. Similarly, the automation of tax collection pro- 
cedures is allowing the Revenue to send. out demands for ` 
clarifications and additional payments much more promptly 


than in earlier years: 


Conspicuously unsuccessful, so far, has-been the effort 
to simplify the tax structure for the 75 million taxpayers 
who, in spite of the cut introduced by the Reform Act of 
1969, remain on the rolls. More and more, they are being 
forced into the open arms of the many agencies offering to 
relieve them of the pain of filling in their own return. A 
complaint issued by the Federal Trade Commission early 
in July has suddenly underlined the dangers that taxpayers 
may thereby be running. 

The FTC has charged two of America’s largest tax- 
preparing companies (one based in Kansas City, Missouri, 
the -other in Wilmington, Delaware, and responsible ` 
between them for more than 10 per cent of all personal tax 
returns submitted) with improper use of the information 
provided by their clients. Among other things, the com- 
panies are accused of using the returns in selecting the most’ 


likely prospects for personal loans and other types of finan- 


cial service. They are also charged with wrongfully leading ` 
clients to believe that they will be represented by qualified 
practitioners, should their return be selected for audit by 
the Revenue. a 
The complaints proposed by the FTC arise from a 
national investigation that was launched this spring and is 
still in progress. They may succeed in diverting popular ` 
indignation away from the discovery that the Bureau of the » 
Census and other Federal agencies have been in the. habit 
of selling mailing lists and similar information to outside 
parties for entirely non-official business purposes. They . 
should certainly have a beneficial effect on the proféssion, 
which has earned'a far higher degree of mutual confidence . 
than clients can expect from dealings with the companies ` 
of cut-rate ‘tax advisors’ (with fees sometimes equivalent ` 
to less than {1 per return) that have proliferated in the 
oppressive fog of today’s tax regulations. — 
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Laporte Industries look to the Longer Term 


N the directors’ report of Laporte Industries, under the 

heading ‘The Future’, the first sentence is “This has been a 
difficult year for Laporte’. That the immediate past proved 
difficult is, in the context of the future, a necessary piece of 
data and, later in their assessment of prospects, the directors 
consider it prudent to state that the target set for the company 
in 1969-70 ~ doubled profits by 1975 — is now not considered 
capable of achievement in that timescale. 

‘Some changes have been introduced — others will follow. 
The effects will not become evident overnight. The road back 
to a satisfactory level of profitability will be a rough road.’ 
The theme is familiar and the words have an oft-heard ring. 
So has the final statement of confidence that ‘in the longer 
term’ there will be forged a group ‘stronger, more durable and 
more profitable than ever before’, 

Laporte is in chemicals — peroxygen chemicals, general 
chemicals, organics and pigments — and also in mining and 
minerals exploration. There is one resson in particular for the 
past year’s difficulty, apart from generally poor conditions 
in the industry as a whole, and that is the familiar one in the 
chemical industry of trouble with new plant. 

The history of the new plant goes back to 1968 when the 
company decided to’ establish a leading position in titanium 
dioxide by laying down a new plant, thus placing itself in a 
position to supply the highest quality pigment. 


Heavy capital cost 


The new plant is based on a technology developed in co- 
operation with the American Potash company. This technology 


` produces pigment by attacking titanium bearing ores with 


chlorine. The directors in their report say that ‘even with the 
benefit of hindsight’ the philosophy of the decision to build 
the plant can be accepted. 

' But the capital cost was some 20 to 25 per cent of the total 
fixed assets of the company, and to the extent that actual 
developments and performance diverzed adversely from fore- 
casts, the financial implications could clearly prove severe. 
Originally it was estimated that it wou_d take at least six months 
. to bring the plant into economic production. At the time of 
the writing of the Laporte report 15 months had elapsed since 
the plant was constructed. 

Financial outlays on the plant have exceeded budgets, while 
‘there has been little inflowing revenue — certainly far less 
than initially thought possible. An independent view of the 
plant was obtained and on the basis of that view it has been 
accepted that the plant is fundamentally sound, that this year 
it should produce at eo per cent of its rated capacity (i.e. 
20,000 tons out of 40,000 tons) that the quality of the product 
is good and that there are no effluent problems. 

But there are inevitably financial problems of an expensive 
major plant running late in production. In line with practice 
established the previous year, Laporte group’s profits are 
struck before charging interest attrikutable to the investment 
in the new plant. But although capacity output has not yet 
been achieved, the commissioning period is deemed to have 
ended and during the current period (from June rst, 1971) 
the total results of this plant will fall to the general profit and 
loss account. 

Allocations of £1,329,000 have besen made from reserves 


(the final £304,000 in the 1970-71 accounts) and these will 
absorb all commissioning costs to May 31st, 1971. Laporte, 
and all its subsidiaries, will be changing the date of the financial 
year-end to December 31st to bring the year-end in line with 
that of Solvay et Cie of Belgium, with which company Laporte’s 
hydrogen peroxide and other peroxygen chemical activities 
have been merged in a new enterprise called Interox. . 

This will be the world’s largest single organization in this 
particular chemicals sphere, with sales of over £26 million a 
year. It involves a 14-nation network of widely varying regula- 
tions and practices concerning company law, taxation, account- 
ancy, manufacturing and research, and exchange controls. 

Under the Solvay arrangement Laporte has received one 
tranche of Zur million in respect of a Zo million convertible 
loan from Solvay, and the remaining {4-5 million is now due 
to be received. 


Return on assets 


When, in 1968, Laporte decided on its major plant investment, 
the group was earning a return on assets comparable with the 
best in the chemical industry. The ten-year record included with 
the accounts puts profit before tax and loan interest as a return 
of 14:3 per cent on tangible assets in 1967-68. In the 1968-69 
accounts the figure had fallen to 12-4; in the following year it 
was 11-6, and in the 1970~71 financial year it was as low as 
8-4. Profit before tax as a percentage of turnover was also 8-4 
in the past year against 13-1 in 1967-68. Over the same period, 
earnings per share fell from §-1p to 5-8p a share. 

It took Laporte from 1962-63 to 1967-68 to build up the 
return on assets from oo to 14°3 in 1967-68. In three years the 
return has dropped to 8-4, and for all the board’s confidence 
in the long-term building of a stronger, more durable and more 
profitable Laporte, shareholders will be forgiven for having 
their doubts about immediate prospects. 

In fact the directors admit that ‘it would be misleading to 
suggest that either the external or the internal problems have 
been solved’ although ‘the internal technical problem of the 
chloride plant is past its worst’. 

Shareholders fearing the worst may even see trouble in the 
peroxygen merger with Solvay. A chain of joint companies | 
operating in r4 countries will be difficult to supervise. The 
directors comment: ‘“Trans-national mergers, while they have 
their advantages, also present unusual managerial problems. 
These problems are being tackled.’ 

But you know how it is when the luck turns, and the chairman, 
Mr Aubrey Jones, newly from the Prices and Incomes Board, 
is not unused to management problems. 


Internal Reorganization 


HAREHOLDERS in the Debenhams stores group must be 
relieved that their company is now beginning to show results 
from wide-ranging internal reorganization. In particular, 
the change to central buying has been completed, individual 
directors have been given responsibility for particular activities 
of the organization, stock contro] has been improved and stores 
made subject to profit performance standards. 
Intelligent rationalization of stock ranges has helped keep 
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stocks under control and in the past year stocks were reduced 
by about {1 million, although sales rose by {11 million. The 
Debenhams’ property portfolio is under continual review, 
particular attention being paid to the relationship between the 
çurrent market value of each individual property and the 
tráding results achieved. 

This policy has led to release or sale of properties in London, 
Leeds and Leicester. Plans to develop ‘out-of-town’ shopping 
centres have met problems, with 100 potential sites examined 
but all developments apparently ‘frustrated by severe planning 
difficulties’. | 

A year ago, Debenhams’ former chairman, Mr John Bedford, 

forecast that the 70s would be the most exciting decade in the 

‘ company’s history. The new chairman, Sir Anthony Burney; 

SE ~ F.C.A., confidently believes that the forecast will be 
ed. 


A Matter of Values 


e Cunard take-over skirmishing has put an interesting 
i element into bid operations: the element of going-concern 
bid versus break-up defence. During the preliminaries leading 


up to Trafalgar House’s circulation of official bid documents, ` 


the impression was given that the Cunard board was adamant 
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that if there was going to be any agreement at all with Trafalgar 
House it would be on the basis that Cunard must be kept in 
being and not broken up. But equally the impression was given 
that although. the Cunard directors insisted that the group 
should not be broken up they were inclined to defend the 
take-over attack by putting a break-up value on the company. 

Against that background it is intriguing to read Lord 
Goodman’s statement to shareholders in British Lion Holdings 
Ltd, the film company of Shepperton Studios. To ‘discourage 
speculators who may see the prospect of a quick profit in an 
unrealistic bid’,, Lord Goodman issues a warning that the 
directors ‘have always believed this company to have a good 
potential and certainly do not regard its value as reflected by the 
present market price or anything in its region’. 

He backs up his statement by asserting that the acquisition 
of Pearl & Dean, the screen advertising company, the estab- 


. lished value of the company’s substantial film library, and the 


value of the company’s ‘magnificient studio and property’ 
combine to ‘make the present price particularly inadequate’. 


~ 


- Voting control 


Majority voting control rests with the British Lion directors, 
who, besides Lord Goodman, include Sir Max Rayne as well 
as Messrs John and Roy Boulting, Mr Sidney Gilliat and Mr 





CONSOLIDATED PROFIT AND LOSS ACCOUNT 





' For the 52 weeks ended 28th March, 1971 WW 
LAPORTE INDUSTRIES (HOLDINGS) LIMITED 
AND ITS SUBSIDIARY COMPANIES 




















1971 1970 
Notes £°000 £7000 
Sales including Sales of Technology to customers 
outside the Group i 46,282 47,227 |- 
Trading Profit excluding exceptional G 
“commissioning costs 2 4,829 6,167 
Interest Payable excluding exceptional interest : 
relating to the Chloride Titanium Dioxide Plant 3 951 851 
Profit of the year before Taxation 
excluding exceptional costs relating to the 
Chloride Titanium Dioxide Plant 3,878 5,310 
, “Taxation "d 1,587 2,435 
ee 2,294 2,875 
Exceptional Interest relating to the Chloride - SE ' 
Titanium Dioxide Plant (less Taxation Relief) 5 391 191 
Kë Profit of the year after taxation i 
excluding exceptional commissioning costs 1,900 2,684 
Preference Dividends 6 45 ` 45. 
Profit attributable to Ordinary Shareholders 1,855 2,639 
Ordinary Dividends l 7 1,479 2,154 


DN 


Profit retained i 376 485 





The Notes on pages [199-201] form an integral part of these Accounts 


CONSOLIDATED BALANCE SHEET 





at 28th March, 1971 
LAPORTE INDUSTRIES (HOLDINGS) LIMITED. 
AND ITS SUBSIDIARY COMPANIES 





























1971 1970 
Notes £'000 ` Comp £000 ` £'000 
Assets Employed :— 
Fixed Assets 9 42,143 40,582 
Goodwill ` 10 4,703 4,714 
Investments ii 847 934 
‘Current Assets © fR. : 
Stocks 11,330 8,938 
Debtors - 13,537 13,184 
Bank Balances & Cash 222. 797 
25,089 22,919 
less: Current Liabilities 
Creditors ; i3 8,677 9,719 
Bank Overdraft and Advances 2,905 2,568 
11,582 ‘12,287 
Net Current Assets l 13,507 10,632 
61,200 56,862 
Financed be: 
Ordinary Shareholders’ Funds 
Ordinary Share Capital i4 16,975 16,075 
Share Premiums ; is 4,569 4,590 
Reserves R , - 16 10,462 11,097 
l 31,106 31,762 
Preference Stock I7 771 771 
Provision for Commissioning Costs B fe 166 265 
Deferred Taxation i? 3,142 2,624 
Investment Grant Equalisation | 20 3,856 l 3,741 
Loans : kl 6,629 , 1,987 
Debenture Stock ` ` 22 ` 45,530 . 15,712 
61,200 56,862 





Aubrey Jones 
A. J. Shepperd 
Directors 
The Notes on pages [199-201] form an integral part of these Accounts : 
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Frank Launder — four names synonymous with the British film 


industry. 

In the year to last March the inclusion of £4,318,000 of 
turnover by Pearl & Dean increased group turnover from 
£1,948,000 to £6,061,000. But, despite Pearl & Dean’s profits 
of £321,000, trading profits were only up from £466,000 to 
£578,000 and net earnings actually fell heavily from £252,000 
to only £62,000. . 

Lord Goodman admits that there were some ‘mistaken 


decisions’. Over the years the company has demonstrated a 


flair in the selection of films to make or finance and has been 
fortunate in finding.one or two winners each year. The flair 
failed last year — it is hoped temporarily — and difficult trading 
conditions developed all over the film industry. 
Television companies retrenched and Lion ‘Television 
Services found business poor. But conditions are brightening 
now and as an indication of better times (and also possibly 
as part of the bid deterrent package), Lord Goodman, in com- 
menting on the disappointing absence of a final dividend, says 
it is the board’s hope that ‘at least ta some extent we shall be 


S able to restare the position in thes “Ht CAL 
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NOTES ON THE ACCOUNTS 





The Consolidated Accounts at 23th March, 1970 incorporated the results of an overseas 

subsidiary for the fifteen months to 29th March, 1970. The effect on the results for the 

ee that date was to increase sales by £1,039,000 and profits before taxation’ by 
$ 

During the year ended 28th March, 1971 a subsidiary company, Laporte-Synres Limited, 

was sold, and its results have not been consolidated. In the previous year to 29th March, 

1970 its sales were £732,000 and its loss before taxation relief was £36,000. 








Note 1 
Sales . 197] 1970 
` £7000 £000 
Sales of Products 45,501 46,365 
781 862 


Sales of Technology 





46,282 47,227 








Note 2 


Trading Profit 
The trading profit excludes the excepticnal commissioning costs of the Chloride Titanium 
Dioxide Plant which have been charged to a provision set aside out of reserves (see 


Note 18). 
The following have been charged before arriving at the Trading Profits:— 





- (a) Depreciation 3,836 3,433 
fmt : 720770 


tera ELAN mr dhea ieee Mafana a r ee 
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NOTES ON THE ACCOUNTS 


LAPORTE INDUS RIES (HOLDINGS) LIMITED AND ITS SUBSIDIARY COMPANIES 














Note 4 

i97i 1970 
Taxation ~ On Profits for the year excluding excestional £'000 £°000 

costs relating to the Chloride Titanium Dioxide Plat 
Corporation Tax at 40% (1970 ~ 45%) 667 1,441 
Less Double Taxation Relief 171 58 
496 1,383 
Add Overseas Taxes 305 277 
801 1,660 
Add Net Transfer to Deferred Taxation Account 786 775 
1,587 2,435 





United Kingdom tax losses of prior years amoun-ing to approximately £294,000 could 
not be utilised during the year and are carried forward to offset future tax liabilities. 






































Gross 651 347 
Less Taxation Relief 260 156 
391 191 
Note 6 
Preference Dividends (gross) 
On 74% Preference Stock 11 11 
On 54% Second Preference Stock i 34 - 34 
45 45 
Note 7 
Ordinary Dividends (gross) 
Paid Interim 5% (1970 — 5%) 804 804 
Recommended 4.2% (1970 ~ 8.4%) 675 1,356 
1,479 2,154 
Note 8 





The amount of Group Profit after Taxation dealt » ith in the Accounts of the Company is 
£2,224,000 (1970 — £2,465,000). 




















Note ? 
Fixed Assets — Group Leasehold Land Plant 
Freehold and Buildings and Total 
Year ended 28th March, 1971 Land and Long Short Equip- Fixed 
Buildings “ease Lease ment Assets 
£’000 =’000 £'000 £’000 £'000 
Cost 
Balance at start of year 13,302 865 135 54,750 69,052 
Additions 670 — 8 §,739 6,417 
Sold or scrapped (402) {1) (1,062) {1,465} 
Balance at end of year 43,576 B64 143 59,427 74,004 
Depreciation 
Balance at start of year 3,089 277 70 25,034 28,470 
Charge for the year 432 35 16 3,353 3,836 
Sold or scrapped (13) — — (432) (445) 
Balance at end of year ` 3,508 312 86 27,9557 31,861 
Per Balance Sheet at 28th March, 1971 10,062 552 57 31,472 42,143 








in operation. 





Note 10 


Goodwill 


This represents the excess of cost of Subsidiary Companies over the net tangible assets 
at the dates of their acquisitions. 





H 

















Note 11 
Investments Group Company 
"1971 1970 i971 1970 
£°000 ` CO £°000 £°0060 
{a} Quoted — Outside the 
United Kingdom 
at cost less amounts written off 12 74 wamm — 
The market values of these 
Investments were:— 13 156 a — 
(b) Unquoted ~ at cost less 
amounts written off 
Shares ` -7792 774 307 302 
Advances 56 86 16 32 
: 835 860 323 334 





The Directors’ overall valuation of unquoted investments exceeds the above book value 
by £200,000 (1970 — £200,000). 


Per Balance Sheets 847 934 323 334 





Details of investments in which the Group holds more than 10% of the equity are set out 
on Page 37 [Not reproduced]. 





Note 12 


Current Assets 
Stocks 


Stocks have been valued at cost including overheads or net realisable values, whichever 
were the lower. 


Debtors , 

Trade Debtors & pre-payments 12,239 10,987 130 — 

investment Grants receivable 741 1,887 — — 

Import Deposits Recoverable 53 310 amem — 

Corporation Tax Repayable 504 — Ge — 
13,537 13,184 130 — 





Note 13 

TSE SE ea eee EE 

Current Liabilities 

Creditors 

Creditors and accrued charges 7,854 6,662 329 233 

Proposed Ordinary Dividend (gross) 675 1,350 675 1,350 

Corporation Tax ~~ 4,118 ~~ 75 

Other Taxation 148 589 36 18 
8,677 9,719 1,040 1,676 


Note 14 


Ordinary Share Capital 
Authorised: - 





43,458,724 Ordinary Shares of 50p each 21,729 17,729 21,729 17,729 
Issued and Fully Paid: 
32,150,435 Ordinary Shares of 50p each 16,075 16,075 16,075 16,075 





Details of certain conversion and option rights relating to the Ordinary Shares of the 
Company are set out in Note 21. These rights exercisable between 1sc September, 1971 
and 31st August, 1975 would involve the issue of up to 8,000,000 additional Ordinary 
Shares. ` 
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LAPORTE INDUSTRIES (HOLDINGS) LIMITED AND ITS SUBSIDIARY COMPANIES 






































Note 15 
Group Company 
E971 1970 1971 1970 
Share Premium £'020 £000 £000 £000 
Balance at start of year 4,590 4,682 4,590 4,682 
Less Expenses relating toi- 
Debenture Issue — 92 a 92 
increase in Share Capital 21 ee 21 — 
Balance at end of year 4,559 4,590 4,569 4,590 
Note 16 
Reserves 
Balance at start of year 41,097 9,549 3,688 3,283 
Profit retained 376 485 699 266 
Taxation provisions no longer required 5-0 595 (25) 34 
Profit on sale of fixed assets and investments 51 24 D — 
Provision for loss in a 
Subsidiary Company (300) — mn a 
Provision for commissioning cost 
(see Note 1 (1,064) ee Së = 
Loss on Sale of Subsidiary Company va — (191) -— 
Orther Exceptional items : (147 227 mn 105 
10,4€2 11,097 4,171 3,688 
Note 17 
Preference Stock 
Authorised, Issued and Fully Paid 
74% Cumulative Preference 
Stock Units of £1 each 1517 151 151 151 
54% Cumulative Second Preference 
Stock Units of £1 each 620 620 620 620 
77 771 771 771 
Note 18 
Provision for Commissioning Costs 
Balance at start of year 263 500 — — 
Increase in provision 4,064 D oe geng 
1,327 500 goe = 
Less Cammissioning Expenses 
(after taxation relief) 1,163 235 oe D 
Balance at end of year 168 265 owen — 








This represents principally Corporation Tax at 40% (1970 — 45%) on the amount by which 
at 28th March, 1971 accumulated taxation capital allowances on Plant and Equipment 
exceeded the provisions for depreciation. 














Note 21 

Loans 

Secured Loans of overseas subsidiary 

companies 2,045 1,903 ee — 

Unsecurea Loans 4,584 84 4,500 — 
6,629 1,987 4,500 m- 


A eieae E SS a i a EE s eR Sep 
Steg loans, the interest on which varies between 6% and 8% per annum, are repayable 
as follows:— 


£'000 £000 
Year ended 31st March, 1971 — 199 
1972 200 200 
1973 285 200 
4974 285 200 
1975 285 260 
4976 
and thereafter 990 904 
2,045 1,903 


Unsecured loans include £4,500,000 6%, Unsecured Loan Stock 1980 which was issued 
for cash to Solvay et Cie S.A. (Solvay). This loan stock may be converted into Ordinary 
Shares of the Company at the rate of £2.25 nominal of loan stock for one 50p Ordinary 
Share, at any time from 1st September, 1971 to 31st August, 1973. 

A further tranche of £4,500,000 loan stock is to be issued to Solvay for cash in August 
4971 on similar terms and carrying similar conversion rights. 

In addition, Solvay has an option, exercisable between ist September, 1973 and 31st 
August, 1975, to subscribe up to £11,000,000 for Ordinary Shares of the Company at a price 
of £2.75 per Ordinary Share. ° 

The Agreement covering the issue of the £9,000,000 unsecured loan stock provides that 
if at any time more than 50% of the equity share capital of Laporte is or becomes bene- 
ficially owned directly or indirestly by one person ana/or subsidiaries of that person, 
Solvay may, by not fess than six months’ notice, demand repayment of the amount of the 
loan stock outstanding. 








Note 22 
Debenture Stock Group Company 
1971 1970 1971 1970 
Interest Rates Repayable £'000 £000 £000 £’000 
52% 1971-78 4,589 1,649 4,589 1,649 
54% 1972-77 252 260 252 260 
52% 4988-93 3,189 3,303 3,189 3,303 
Kä 1993-98 7,500 7,500 7,500 7,500 
10% 1994-99 3,000 3,000 3,000 3,000 
15,530 15,712 15,530 15,712 














Shares at cost less amounts written off 10,608 10,731 
Amounts due from Subsidiaries 32,025 29,393 
42,633 40,124 





Particulars of the Subsidiary Companies are set out on page 36 [Not reproduced], 








Outstanding contracts placed for capital expenditure by the Group amount to approxi- 
mately £516,000 (1970 ~ £994,000). 

Capital expenditure authorised by the directors but not contracted for amounted to 
approximately £1,140,000 (1970 ~ £1,992,000). 

A subsidiary company is committed to pay to Laporte Pension Fund Trustees Limited 
approximately £27,000 per annum (1970 ~ £25,000) for periods up to 17 years on account 
of the initial Hability in respect of the past services of its employees. 

ue Ped is committed to subscribe for share capital in overseas companies amounting 
to 3 H 











Note 25 

Contingent Liabilities 

Guarantee of employees’ loans 

under the house purchase scheme 54 58 51 58 
Guarantee of loans and bank overdraft 

of an Associated Compan 650 710 650 710 
Guarantee of loans of a Subsidiary 

Compan — — 965 1,028 
Guarantee by the Company of bank overdraft 

of a Subsidiary Company — — 6,178 4,530 
Liability to pay the uncalled 

capital of a Subsidiary Company pond _ 1,636 1,636 
Guarantees under Licence Agreements 

relating to overseas plants 954 854 624 526 
Other guarantees 337 69 268 — 
Discounted Bills 6 — — = 
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City Notes 


HE battle between hope and facts that these notes seem to ` 


have been reporting all this year still goes on and once 
again facts have forced hopes to fade. The hopes are the same 
ones that surrounded Mr Barber’s summer Budget and led to 
heady thoughts of a new equity boom in measurable time. 

The new facts are concerned with Wall Street’s weakness and 
with the undeniable point that Wall Street and Throgmorton 
Street rarely travel divergent roads for long. When Wall Street 
turned weak on evidence that reflationary measures in America 
were not having the destred effect of boosting the economy and 
containing inflation, Throgmorton Street had to take notice and 
take its head out of the hopeful clouds. 

Inevitably, Wall Street’s reaction and the cause of it has 
created doubts as to whether the new Barber incentives will do 


the intended trick. There does not as yet seem to have been a ` 


vast rush to buy new cars or renew all the kitchen equipment. 

The Government has hardly given expansion the go-ahead with 
its decision on Upper Clyde Shipbuilders, even if it has made 
supporting noises concerning International Computers after 
that group had announced the sacking of 1,800. ICI and 
Courtaulds are not exactly cock-a-hoop with confidence in their 
fibres divisions. 

This kind of news and this kind of fact naturally carries more 
weight when the stock-market once again looks nervously at 
Wall Street rather than hopefully towards home. 


AKE-OVER operations abound with interesting points. 

One has developed, for example, in the Watney Mann- 
Truman battle. Watney Mann, having accumulated 25 per cent 
of Truman’s equity, decided to ease the financial load of 
accumulating more by buying shares and placing them at an 
appropriate discount with “financial institutions’, with the 
proviso that the institutions assent to the Watney Mann bid 
if and when it is declared unconditional. This scheme was 
reported when Watney Mann made yet another bid for Truman 
at a worth considerable higher than that of the Grand Metro- 
politan Hotel’s offer that had attracted the Truman board’s 
original recommendation. 


ARNING that the auditors to the Melbray Group intend 

to qualify their report is given in the preliminary statement 
from the Melbray Group, an industrial holding company in 
engineering, printing, packaging and food. The main problems 
concern Sykes International ~ a 60°6 per cent owned subsidiary 
consolidated for the first time — a move of engineering works, 
and reorganization of two other subsidiaries. All this is stated 
to have brought about a severe breakdown in normal accounting 
procedures resulting in inadequate records and misleading 
management information. Group turnover was {40-02 million 
against {43°15 million and there was a final deficit of £348,000 
against a surplus of £324,000, operating profits having fallen 
from £1,200,000 to £196,000. 


Z * Kä * 


R D. M. MACDONALD, founder and former chairman 

of BSR, must be one of the few industrial company bidders 
knowing exactly what he is bidding for. Having put in a partial 
bid for The Birmingham Small Arms Company he was told that 
the board could not comment in advance of a special report due 
from Cooper Brothers. That report, now in the board’s hands, 
points to a group loss of £3 million for the year to the end of last 
month and exceptional losses of a further £1 million partially 
offset by factory sale profits of £700,000. 

The motor cycle division, where all the losses lay, needs a 
new managing director and the group as a whole needs a new 
management structure. Reorganization of the motor cycle 
division will entail the need for additional provisions in the 
current year’s accounts, but the full extent of the provisions can- 
not yet be accurately established. The group is undercapitalized 
and its borrowing powers insufficient. For a partial bid to be 
recommended by the board there would have to be an assurance 
from the bidder that substantial new capital would be available 
for injection into the company. 

Altogether a daunting prospect, even though Cooper Brothers 
state that the non-motor cycle activities are profitable and that 

‘given adequate finance, the remedial measures already in hand 
together with further steps now studied by the board’ the motor 
cycle division should return to profits. 


RATES AND PRICES 


Closing prices, Monday, August 2nd, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44%; 
24% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 9, 1967 .. .. 6% Feb. 27, 1969 8% 
Nov, 18, 1967 8% Mar. 5, 1970 74% 
Mar. 21, 1968 ; ,, 7A April 15, 1970 7% 
Sept. 19, 1968 .. ge OY April 1, 1971 6% 
Finance House Base Rate — August rst, 1971. 64% 
Treasury Bills 
May 28 ». £56318% July 2 Ss Ls 5925% 
June 4 .. £5°6090% July 9 SS .. £5°5700% 
June rz . £5°6064% July 16 eg .. £5'5396 op 
June 18 ,, £56070% July 23 d .. £5°5638% 
June 25 -. £5'5917% — July 30 £5°5642% 
l Money Rates 
Day to day .. 4-54% Bank Bills 
o days eg 4-65, _ 2 months 62-64% 
Fine Trade Bills 3 months 62-64% 
3 months Kë CA 4 months 63-64% 
A months .. Kë 6 months 63-62% % 
6 months .. 74-74% 


Foreign Exchanges 
New York .. 2°4182 Frankfurt 8:3685 
Montreal 2'4635 Milan 150660 
Amsterdam 8:5865 Oslo 17:1830 
Brussels 120°03 Paris 13°3335 
Copenhagen 18°1365 Ziirich 9°8825 
Gilt-edged 

Consols 4% in ,, 42% Funding 64% 85-87 844 
Consols 24% .. eg a Savings 3% 65—75 898 
Conversion 33% . . .. 382 Treasury 9% 1994 974 
Conversion 54% 1974 .. 962 Treasury 64% 1976 974 
Conversion 6% 1972 100 a Treasury 34% 77-80 .. 774 
Funding 34% 99-04 444. Treasury 34% 79-81 .. 75 
Funding 4% 60-90 97% Treasury 5% 86-89 .. 684 
Funding ein 78-80 .. 86} Treasury 5$% 08~12 634 
Funding 54% 82-84 .. 814 Treasury 24% 274 
Funding 53% 87-91 .. 734 Victory 4% Së ,, 964 
Funding 6% 1993 gie e War Loan 34% .. TEE: p 
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COMPUTER COMMENTARY 





Input — Preparation 
of Data 


UNCH-CARDS are said to be ‘on the way out’ but such 

giants as IBM, ICL and Univac still supply systems that use 
them with great efficiency. It rather depends on whether users 
want electronic data processing to commence at their own 
offices with terminal keyboards or by sending a batch of jobs to 
a central processor. In the latter instance the data (often on 
source documents) is delivered physically by post, van or similar 
means. With an in-house installation a decision to use punch- 
card input might well depend on trust (or mistrust) of verification, 
of operator availability, or the quantity of data to be processed 
in relation to processing time available. 

An increasingly popular alternative to punch-card usage is 
key-processing, probably because it can be adapted for small and 
large users. This type of system is a multiple station device which 
holds data until it is needed for processing in a main-frame 
computer installation made by well-known manufacturers such 
as those mentioned above. 

The Computer Machinery Company have produced a very 
compact system called the CMC5 which consists of a super- 
visory console, desk-top keystation(s) and teleprinter. A key- 
station is about the size of a typewriter, but there are pedestal 
varieties complete with work table. The console contains a 
computer, magnetic tape unit and magnetic disc unit, and it is 
possible to obtain a magnetic disc weighing 35 lb., which fits in 
a narrow drawer under the magnetic tape unit. 

This system can have up to twelve keystations, but there are 
other systems which can operate up to 32 stations independently 
or simultaneously; in fact these can be increased in number by 
installing an additional (or more powerful) processor. It could 
well be that two or more systems are linked by telephone 
modems in a satellite capacity thus permitting recorded data 
from one installation to be transferred for output on another. 
The great advantage of keyprocessing systems is that the 
hardware used takes up so little floor space. A very useful 
innovation is that there can be communication between operator 
and supervisor, and in the case of Seecheck (Redifon Ltd), the 
questions show up on a video screen. 

There are eight companies competing for the computerized 
data preparation market, the three leaders in the field being 
Computer Machinery Company (CMC), Consolidated Com- 
puters (Key-Edit) and Redifon (Seecheck) in terms of instal- 
lations completed. As an example of the cost of keyprocessing 
on a leasing basis, the CMCs with 12 keystations would be £600 
per month, and with four keystations, £350 per month. Out- 
right purchases can be made of the hardware; in the case of this 
system, the console (including computer) and teleprinter 
would cost £10,550, and keystations £1,165 each. So far as 
software is concerned, every keyprocessing ‘package’ includes 
standard software and this would be contained in the quoted 
prices; additional optional software to the users’ particular 
requirements would be the subject of a mutally agreed charge. 

This is a replacement market, namely the replacing of punch- 
cards and encoders by keyprocessing, for the purpose of in- 
creasing productivity, greater flexibility, better management 
control and reliability. There is undeniably faster data entry, less 
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A typical Seecheck keystation; a 480-character visual display 
unit is provided as standard equipment for each operator. 


verification and the opportunity for less errors, and so it is to be 
hoped that technical maintenance of the hardware will not 
diminish the ‘99 per cent up-time’ that is claimed. 


Computing for Profit at Tesco 


ONCE again excellent results were referred to by the chair- 
man of Tesco Stores at the company’s annual meeting in 
London last Friday. For the year ended February 27th, 1971, 
the gross trading profit was £17,247,177, and the net profit, 
£13,808,163. Over the last ten years turnover has increased 
from approximately £25 million to £250 million, and there are 
now four warehouses — at Cheshunt, Waltham Cross, Westbury 
and Winsford — distributing stocks to 800 branches. 

Naturally, many factors have contributed to this success 
story but the management are convinced that one of the most 
salient is an advanced information processing system which 
ensures that orders initiated by branches are rapidly imple- 
mented, stocks in the warehouses are maintained at the lowest 
possible level consistent with giving good service to branches, 
and complete statistics of movement and profitability of product 
lines during a week’s trading are available before the end of the 
succeeding week. 

The video display system, which the company has pioneered 





One of the video units used by Tesco Stores. The operator is keying in 
quantities from delivery notes against appropriate products, and this 
data is immediately processed in the central computer. 
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in the supermarket field, records orders at Cheshunt from 
branches where all prices are negotiated with suppliers, and key- 
processes invoices inwards so that the central processors (ICL 
1903 and 1904A) can produce weekly print-outs listing branch 
charges, and also direct deliveries from suppliers for comparison 
with invoices. Incidentally, branch managers order on forms 
specially printed to be read in the computer room as source 
documents, so, in fact, every manager does his own data 
preparation. 

Other information available is a weekly analysis of demand 
which gives the acquisition cost, invoiced cost, and sales value 
of items within product groups and types, together with the 
gross margin achieved. These are key management reports that 
are viewed on an exception basis, that is to say, any figures 
falling below expected levels are immediately investigated, and 
where required, detailed reports are provided to indicate the 
exact area of shortfall. On a daily basis the system proffers 
advice as to which lines are running out of stock. It will readily 
be appreciated that this is essential as an average of only 1:8 
weeks’ turnover is held in stock. 

Another feature of the system is the use of ICL 7020 remote 
terminals, equipped with line printers, at two of the warehouses 
— Winsford in Cheshire, and Westbury in Wiltshire. The 
terminals are connected to the computer centre at Cheshunt 
by rented Post Office telephone lines, and the transmission of 
orders by this means has greatly reduced the time element in 
communication. 

About one-third in value of goods sold in Tesco Stores are 
supplied from the four warehouses, and the other two-thirds, 
typically perishable foodstuffs or other goods where cost factors 
make distribution through warehouses undesirable, are des- 
patched directly to the stores from individual suppliers. Rather 
than try to impose standard data processing entry system on 
these two different supply methods, Tesco has opted for 
‘tailor-made’ systems designed to meet the different circum- 


stances of each. 


Computer for the Smaller Business 


DESIGNED for the smaller business with from 50 to 200 employees 
and up to £3 million annual turnover, the Honeywell 58 
computer has also been used by large companies with decen- 
tralized operations, and a requirement for local data processing 
applications as such, or as part of an integrated on-line system. 
Rental is from £384 a month upwards. 





Honeywell’s 58 at Tokyo Business Show. 
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A unique occasion. — Alderman Ferguson Jones, after his installation 
as Lord Mayor of Cardiff, in the City Hall computer room sending a 
greeting to Alderman Heulwen Roberts, Chairman of Cardiganshire 
County Council, who received the greeting in the County Hall at 
Aberystwyth. 

Cardiff City Council is the only local authority in the United Kingdom 
with a permanent two-way terminal link with another local authority. 
Although there are 278 computers in use in local government, only 11 
of these have the capacity for multi-access programming and can use 
terminal link-ups. 





Computer Terminal Service 


A NEW computer terminal service, designed specifically for 
the business user, has been announced by IBM Data Centre 
Services. 

This service, called “Terminal Business System’, aims at 
making the computer available to anyone in a company, rather 
than only to a few data processing professionals; it consists of 
IBM 2740 terminals linked by Post Office leased lines to a 
central computer holding users’ files on large disc storage units. 
A complete administrative system can be provided, including 
stock control, order processing, accounting and management 
information. 


Repairs to Visible Record Machines 


FAULTY logic circuit boards of Philips P350 visible record 
office computers can now be checked, the fault traced, and 
the repair carried out and tested within half an hour. P350 
computers incorporate easily removable logic boards which 
would normally take a good engineer in the region of four and a 
half hours to repair under favourable conditions. The new 
Philips test equipment, however, has been programmed to 
accept the most complex of boards and analyse the specific 
fault; furthermore, a most comprehensive test of all circuits can 
then be carried out. 

Available to all Philips Electrologica’s service engineers, it 
should help considerably to speed up any repairs to the 600 or 
P350 series computers which have been installed since March 


1969. 
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Current Law 


Contract: Repudiation 


EFUSAL by an employee to perform a lawful instruction 

amounts to a direct repudiation of his contract of employ- 
ment. The contract is not, however, at an end if the employer 
does not act upon the repudiation. 

In the course of a dispute between local education authorities 
and the National Union of Teachers, a number of teachers 
refused to supervise school meals. This was a breach of a lawful 
term of their employment. The teachers were warned by the 
education authority that by this refusal ‘you will have in fact 
repudiated your contract and your attendance at school cannot 
be permitted until such time as you are prepared to carry out 
the whole of your duties, and in the meantime no further salary 
will accrue to you’. 

The dispute was in fact settled within a few days, and the 
teachers resumed their full duties but were not paid for three 
and a half days during which they had been excluded from the 
school premises. They contended that their contracts of em- 
ployment had not been validly terminated, and that suspension 
followed by reinstatement entitled them to payment of their 
salary for the intervening period. 

Cusack, J, in the Queen’s Bench Division, found that the 
teachers had refused a lawful order ‘which to their knowledge 
was not a triviality, but one, disobedience to which would have 
serious consequences’. He had no doubt that this amounted to a 
direct repudiation of their agreements on which it would 
normally be open to the education authority to accept repudia- 
tion and to regard their contracts as at an end. The education 
authority, however, had not acted upon that repudiation, and 
had clearly envisaged that the teachers would resume their 
previous employment on settlement of the dispute. They did 
not, at the material time, regard the contracts of employment 
as at an end, and there was therefore no valid ground on which 
the plaintiffs could be deprived of their salaries for the period 
of their exclusion. 

Gorse and another v. Durham County Council and another 
({1971] 2 All ER 666). 


Vicarious Liability 


i ie borrowing of a motor vehicle does not constitute the 
borrower the owner’s agent for the purpose of driving the 
vehicle, even where the owner has given specific instructions 
for its return, if the journey is solely for the borrower’s purpose. 

F took the keys of C’s car from a part of C’s premises to which 
he had access, and drove the car away without specific permission. 
He subsequently telephoned C to tell him what he had done, 
and was peremptorily instructed to return the car at once. 
Whilst so doing, F was involved in an accident with another car 
owned by K, who sued to recover the damage from C, on the 
ground that F was C’s agent at the material time. 

The Court (Lyell, J) held that K’s claim failed. The driver 
of a car was only driving as the owner’s agent if he was 
authorized by the owner to drive wholly or partly for the owner’s 
purpose; a mere borrowing of the car solely for the borrower’s 
own purpose, and in particular without the owner’s consent, 
would not constitute him the owner’s agent. It was a natural 
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incident of the loan that the borrower should return the car; 
the instruction by C to F to bring it back at once was no more 
than a reminder to F of his duty, and did not transform the 
journey into one for C’s purpose. Accordingly C was not 
vicariously liable for the negligent driving of F. 

Kline v. Caluori ({1971] 2 All ER 701). 


Bankruptcy: Secured Creditor 


SECURED creditor in bankruptcy cannot prove in respect 
of any debt ‘secured on the property of the debtor’ within 
the meaning of section 167 of the Bankruptcy Act 1914. 

A husband and wife jointly mortgaged their house to a bank 
as security for a loan. On the bankruptcy of the husband, the 
bank realized its security and, when this proved insufficient for 
the full amount due, sought to prove in the bankruptcy for the 
balance. The trustee in bankruptcy contended that the bank, 
having realized its security, must give credit for one-half of the 
balance as secured and was entitled to prove only for the other 
half. 

In the Chancery Division, on appeal from the County Court, 
the trustee’s claim was upheld. It was not correct for the bank to 
say that their security was on the entirety of the property, and 
that the debtor as one of two joint tenants was not the owner of 
that entirety. The debtor’s severable half share of the property 
must be taken to have been charged with half of the debt, and 
that share was, therefore, the property of the debtor. 

Re Rushton (a bankrupt), ex parte National Westminster Bank 
v. Official Receiver ([1971] 2 All ER 937). 


Companies: Oppression of Minorities 


HE judgment in Re Jermyn Street Turkish Baths Ltd (The 
Accountant, September 17th, 1970) has been reversed by 
the Court of Appeal. 

An order had originally been granted under section 210 of 
the Companies Act 1948 on grounds of an ‘oppression’ which 
consisted for the most part of issuing new shares to the prejudice 
of existing shareholders, and the voting of excessive directors’ 
remuneration in contravention of the company’s articles. The 
Court of Appeal held that oppression had not been made out 
under either heading. 

The allotment of additional shares (in 1954) was a legitimate 
act done in good faith; the voting power attached to these 
shares had not been used to procure additional remuneration, 
and relief would only be granted under section 210 if the 
oppression complained of was operative at the time the petition 
was launched. For a director to draw remuneration in excess 
of that to which he was legally entitled would not of itself 
amount to oppression unless, as a majority shareholder, he had 
used his voting powers to procure or retain that remuneration, 
or to stifle proceedings by the company or the shareholders in 
relation to it. 


Re Jermyn Street Turkish Baths Ltd (115 SJ 483). 


Contract: Fundamental Breach 
fo Nee ah nile coe party who has been guilty of negligence 


may nevertheless rely on an exception clause in the con- 
tract unless his fault is so fundamental as to strike at the root 
of the contract (see, for instance, Harbutts Plasticine Ltd v. 
Wayne Tank & Pump Co Ltd, The Accountant, February 19th, 
1970, and Farnworth Finance Facilities Ltd v. Attryde, The 
Accountant, May 28th, 1970). 

B Ltd, warehousemen, received into their premises some 
5,000 bags of shelled groundnuts for ultimate delivery to K Ltd. 
The warehouse was structurally sound and suitable for storing 
nuts, but it was not rat-proof and thus required special vigilance 
against rats. Although B did in fact take some steps against 
rats, these were insufficient and largely ineffective, so that the 
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nuts suffered a massive infestation and were contaminated by 
rat droppings. 

K objected to the conditions in which these nuts were stored, 
and called upon B to have them cleaned and repacked with a 
guarantee of sound and clean condition at their own expense. 
B refused, relying on a clause in the conditions of storage 
exempting them from loss or damage ‘unless such loss or damage 
is due to the wilful neglect or default of the company or its own 
servants’. 

In the High Court, Donaldson, J, found that B had failed to 
use reasonable skill and care in the storage of these nuts, and 
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that this failure was gross and culpable. They had not, however, 
deliberately neglected their duty. They had looked after the 
goods according to their lights, but these lights were dim; they 
had taken certain limited and ineffective steps under a mistaken 
but sincere belief that this was all they could be expected to do. 
Their carelessness was incompetent, but not reckless. 

In his lordship’s view, a fundamental breach of the conditions 
of storage had not been made out, and B was entitled to rely upon 
the exemption clause. The plaintiffs’ claim therefore failed. 

Kenyon, Son & Craven v. Baxter, Hoare & Co and another 
({1971] 2 All ER 708). 
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Student Roundabout 


BIRMINGHAM’S NEW 
CHAIRMAN 


OvER 80 members of the Birmingham 
CASS attended the Society's annual 
general meeting on July 21st when Mr 
Christopher Peyton, F.c.A., director and 
secretary, The Rover Co, was formally 
elected President for the ensuing year. As 
President-elect, a note and picture ap- 
peared under ‘Roundabout’ on July rst. 

The new chairman of the Society is 
33-year-old Mr David Leake, B.COM., 
A.C.A., a partner in Peat, Marwick, 
Mitchell, of Birmingham. 

Educated at Bishop Vesey’s Grammar 





Mr David Leake 


School, Sutton Coldfield, he won a state 
scholarship to Birmingham University 
in 1956 as well as the Wilkmson Ex- 
hibition and the Chairman of the 
Governors prize for the best academic 
performance of the year. And this was not 
all. After reading economics at Birming- 
ham with accountancy as the major sub- 
ject (the ‘approved degree’ under the 
Institute scheme), he graduated in 1959 


with a First Class Honours degree, 
winning the Chamber of Commerce 
Prize, the W. L. Barrows Prize and the 
Wright Prize. 

After graduation Mr Leake was articled 
to Mr L. D. Sparshott, m.a., F.C.A., of 
Sharp, Parsons & Co, of Birmingham — 
the firm subsequently merged with 
Peats in 1961 to form the present firm. 
Admitted to membership of the Institute 
in 1961, he remained with Peats, be- 
coming audit manager im 1964 and a 
partner in 1966. 

He is very keenly interested in the 
professional training and education of 
articled clerks. Although an interested 
participator in the Society’s activities 
during his articles, he did not serve 
on the committee during that time and 
has not, until now, become directly 
involved with the day-to-day business of 
the Society. However, he has taken an 
active part in its annual Merton Course, 
serving as a group leader for a number of 
years. Elected to the committee last year, 
he believes that student secieties have ‘a 
crucial part to play in the continuing 
development of the prefession’. The 
Society are indeed fortunate in securing 
his services. 

A bachelor, he is a member of Moor 
Hall and Beaudesert Golf Clubs and a 
committee member of Four Oaks Tennis 
Club. He occasionally plays cricket, skis 
when he can, and is interested in foreign 
travel, particularly continental touring by 
car. 


Other New Officers 
Other new officers for 1971-72 are: 


Vice-President: G. S. Major, T.D., B.COM., 
F.C.A. 
Secretary: David C. R. Hare, c/o Agar, 


Bates, Ledsam & Co, Edmund House, 

12—22 Newhall Street, Birmingham 3. 
Assistant Secretary: P. M. Yates. 
Treasurer: Miss J. M. Marron. 

Librarian: Martin H. Hare. 

Auditor: Mr D. G. Gill, F.c.A. 

Committee: Messrs P. E. Baldwin; Alastair 
Greeves; J. R. Boswell, F.c.a.; J. R. 
Kirton, A.c.a.; R. W. Brown; Mrs M. 
Mukherjee; B. J. L. Cole; J. G. Osborne; 
N. R. Gillhespy and Miss Janice M. 
Taylor. 

After the meeting, Mr N. G. Lancaster, 
M.B.E., M.A., F.C.A., Chairman and manag- 
ing director, Wolseley-Hughes, gave a 
well-received, informal talk on ‘My 


career’. 
PITIFUL RESPONSE 
AT PRESTON 
Out of 150 questionnaires sent to 


members by the committee of the 
Preston CASS asking for views on im- 
proving education facilities, only 20 
replies have been received. 

It need hardly be stressed that the 
subject of education is of great concern 
to the committee and, of course, to the 
Institute. Such a low response to the 
questionnaire, involving as it did con- 
siderable work and cost, is disheartening 
to say the least. 

The attitude of principals regarding 
releasing their articled clerks for block 
and day release courses and whether or 
not principals are prepared to meet 
the cost of these courses were among the 
questions asked. It would appear that the 
kind of final revision courses which seem 
acceptable to colleges in the Preston 
area and which are relevant to the present 
examination system are: the existing 
four-week block release system prior to 
exams or, alternatively, one week at 
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College every four to five weeks combined 
with two weeks’ study before the examin- 
ation, giving, in all, six weeks’ study leave. 
The questionnaire asks how many weeks’ 
study leave before Parts I and II is 
allowed by principals for the first and 
second attempts, taken with or without 
salary. 

It would be of very considerable 
assistance to the committee if members 
would fill in the questionnaire and 
principals are also asked to co-operate. 
In the words of the education secretary, 
Peter Heller, ‘the more replies received, 
the better the Society will be able to 
arrange courses to fit in with articled 
clerks’ and principals’ preferences’. Ques- 
tionnaires should be returned without 
delay to Peter Heller, c/o Thornton 
Stanley & Colman, The Close, Queen 
Street, Lancaster, or to Peter Metcalf, 
c/o Moore & Smalley, 1a Chapel Street, 
Preston PRi 8AH. 


New Secretary 


Frank Benson, who was recently co-opted 
to the Society’s committee, has been 
appointed its new secretary. All com- 
munications should be addressed to him 
c/o Titus, Thorpe & Ainsworth, 1 
Winkley Street, Preston. 


SIX-A-SIDE CRICKET 
TOURNAMENT 


ON July 22nd, Birmingham CASS held 
their annual six-a-side cricket tournament 
at the Old Silhillians Ground, Solihull, 
when 15 teams competed for the D. E. T. 
Tanfield Trophy, which has been won in 
the previous two years by a guest 
surveyors’ side. This year, however, in a 
very tense final, Chalmers, Impey beat 
the surveyors. Wanting 18 runs to win m 
two overs, the surveyors really hit out, 
but at the close were two runs short of 
their target thus losing the trophy for the 
first time. 

Mr Christopher Peyton, F.c.a., the 
Society’s President, presented the trophy 
to the winning team — plus a jug of ale. 
Another ‘jug’ competition, for firms 
knocked out in the first round, was won 
by Bowker Stevens, who beat Price 
Waterhouse in a tense final. 


SOUTHAMPTON’S 
‘SUMMER SIZZLE’ 


SOCIAL events staged by Southampton 
CASS go from success to success. Its 
‘Scintillating Summer Sausage Sizzle’ at 
Braishfield, on Saturday, July 17th, was 
no exception. Starting at ọ p.m. to 
coincide with the gloaming, the event was 
attended by well over 200. 

In keeping with the social committee’s 
views, for the modest price of 75p there 
was free beer plus cider all evening (the 
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committee wishes to point out that it has 
never run out yet!) as well as a barbecue 
supper. The revelries lasted until 2.30 
a.m., considerably helped by a disco and 
a folk group. 


SEPTEMBER START FOR 
NEW TUTORIAL SERVICE 


As announced under ‘Roundabout’ on 
July 22nd, Mr John Anderson, M.A., 
A.c.A., of Caer Rhun Hall, and Mr 
Ernest Jones, F.C.A., F.C.W.A., J.DIP.M.A., 
lately Head of Department of Professional 
Studies at the City of London Poly- 
technic, have formed a joint tutorial 
venture in the London area to be known 
as Anderson Jones Tutors. 

The objective of this organization will 
be to provide a combination of full-time, 
tutorial, and correspondence tuition lead- 
ing to the Finals I and II of The Institute 
of Chartered Accountants in England and 
Wales. It is specially designed for the 
London-based student who for various 
reasons does not wish to take part in a 
residential course and to meet the grow- 
ing demands of training officers for a 
planned educational programme for 
articled clerks. 

The full course can be divided into the 
following three parts: 


A full-time one-week period to be held 
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prior to entering into the tutorial 
linked with correspondence course. 


A correspondence course combined 
with tutorials at approximately 
monthly intervals. 

The last part is a six-week full-time 
course immediately prior to the final 
examinations. 


The first of these courses is planned to 
commence on September 2oth, at the 
Rembrandt Hotel, and all inquiries 
should be made to the Secretary, Caer 
Rhun Hall, at Conway, North Wales. 


SOUTH WALES BARN DANCE 


For 75p, which included ‘chicken in the 
basket’, the many who turned up for 
the South Wales CASS barn dance at 
Trivetts Farm, St Brides, Super Ely, 
without doubt got good value for their 
money. Dancing was to the Icon Jazzmen 
and a disco, and the bar extension was 
obviously appreciated. Not until well 
after 12.30 a.m. did the event come to a 
close and the Society hopes that future 
social occasions will be supported with 
equal enthusiasm. 

The Society reports that a limited 
number of members recently toured the 
Revlon Works and offices at Maesteg. 


Education Facilities at Sheffield 


POLYTECHNIC courses in Sheffield are, it 
seems, bedevilled by a failure to improve 
the standard of lectures and reluctance 
to hold any courses that do not run for a 
full academic year. These are but two 
disturbing findings which emerge from a 
draft report by the Sheffield CASS on its 
feasibility study into schools of account 
in the area. 

The private sector also has its problems. 
It provides a good if inconsistent service, 
and because tutors are highly paid, the 
fees are high. Consequently, states the 
draft report, the Society cannot afford 
the cost of holding many such courses 
(desirable though they may be) in any 
one financial year. The Polytechnic, it is 
stressed, whilst they have all the facilities 
on hand for continuous education pro- 
grammes, fail to attract the support of 
members of the Society due to teachers 
with inadequate lecturing ability. The 
Polytechnic must, declares the report, 
improve this unsatisfactory situation. 

The Society has never experienced the 
problem of inadequate places for its 
courses. In fact the reverse can be said 
since the lack of support for many 
courses has brought about their dis- 
continuance. There is no lack of members 
for courses, states the draft report. 


For a cost of £6, the Polytechnic, in 
co-operation with Foulks Lynch, con- 
duct a Part I evening course offering oral 
tuition for the duration of the academic 
year. The course is organized in such a 
was that one paper per week can be 
worked by the student and then be 
submitted for marking by HFL. 

When the course first started, the 
interest was encouraging with an initial 
enrolment of 78, but over the months the 
number has steadily dwindled to the 
present average of 14. The quality and 
presentation of the lectures varied from 
what might be called tutorials to actual 
lessons on the board, but it must be 
realized that in one Foulks Lynch study 
paper there is often enough work for 
several lectures. 

It is felt by the students that the pace 
of the course is such that they would have 
to work some four or even five nights 
per week in order to maintain an adequate 
coverage of each paper, consequently 
students tend to fall behind in com- 
pleting study papers, especially if they 
have to work out of town. However, in 
spite of these apparent difficulties, stu- 
dents felt that the course was beneficial 
to them as it enabled them to work 
steadily and consistently. 
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PROFESSIONAL NOTICES 


JOHN GorDON, Harrison, TAYLOR & 
Co, Norman Hope & Co and 
THEODORE B. Jones & Co, Chartered 
Accountants, of Leeds, announce the 
admission to partnership on July rst, 
1971, of Mr ANDREW S. TURNER, M.A., 
A.C.A. 


JONES, ROBATHAN, THOMPSON & Co, 
Chartered Accountants, announce the 
admission of Mr ALAN J. GIBSON, A.C.A., 
to partnership as from August Ist, 1971. 


NEWMAN, BicGcs, CHARLTON & Co and 
LAYTON-BENNETT, BILLINGHAM & Co 
announce that as from August Ist, 1971, 
their Birmingham practices will be 
carried on in the one name of JOSOLYNE 
LAYTON-BENNETT & Co. Mr E. C. 
BAILLIE, B.COM., C.A., has retired and his 
place is being taken by Mr J. P. DORNTON, 
F.c.A. There will be no change in the 
Birmingham resident partners. 


PANNELL FITZPATRICK & Co, Chartered 
Accountants, announce that they have 
opened an office at 69A Boulevard de la 
Petrusse, Luxembourg. The partners 
are Messrs FRANCIS NICHOLAS 
HOOGEWERF, A.C.A., and IAIN PATERSON, 
C.A., who are resident in Luxembourg 
and Messrs WILLIAM J. LEEMING, F.C.A., 
C. WILLIAM H. MORTON, F.c.A., DONALD 
I. Mam Sea, R. Hoen Morcom, 
F.C.A., DEREK A. W. HEWSON, F.C.A., and 
CLAUDE R. BROWN, B.A.(COM.), A.C.A. 


PAYNE, STONE, FRASER & Co, Chartered 
Accountants, of 17 Bedford Row, London 
WCrR 2EH announce that as from July 
31st, 1971, they have acquired the prac- 
tice of EDwIN HUBBARD & Co, of Tooks 
Court, Cursitor Street, Chancery Lane, 
London EC4A 1LD. The practice of 
Epwin P. HUBBARD who was associated 
with PAYNE, STONE, FRASER & Co many 
years ago, will be continued under its 
existing name by the partners of PAYNE, 
STONE, Fraser & Co from 17 Bedford 
Row, London WCıR 2EH and Mr 
HUBBARD will be available as a consultant. 
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APPOINTMENTS 


Mr J. N. Clarke, LL.B., F.c.a., has been 
appointed a manager and an alternate 
director of Charter Consolidated. 

Mr Kerr I. M. MacIntyre, CA. 
secretary of the Eyre group of companies, 
has been appointed financial director. 

Mr S. G. Pritchard, A.C.A., has joined 


the Monks group of companies as group 
accountant. 


Mr F. A. Buttner, F.A.s.A., F.C.1.S., has 
become financial director of Hoover. 






A i 


Mr F. A. Buttner Mr A. B. Patrick 


Mr A. B. Patrick, F.C.A., is to re- 
linquish his post as deputy treasurer of 
ICI on October 31st in order to become 
finance director of Associated Portland 
Cement Manufacturers on November rst. 

Mr Ronald B. Kett, F.c.w.A., who has 
been group management accountant of 
the Bath & Portland Group since 1965, 
has become an executive director of the 
main group board. 


Mr E. A. Shaw 


Mr R. B. Kett 


Mr E A. Shaw, F.c.A., has been ap- 
pointed financial director ef IDC. He 
will combine his new appomtment with 
that of secretary, the post which he has 
held for some time. 


NEW CHAIRMAN 


Mr Douglas Colquhoun, T.D., F.A.1.A., 
A.C.I.S., was elected Chairman of the 
Association of International Accountants 
for 1971-72 at a recent meeting of 
the Council. Mr Colquhoun is senior 
partner of E. J. Williams & Co, of 
Liverpool, Neston (Cheshire) and Lon- 
don. Admitted an associate of the As- 
sociation in 1938, he became a fellow in 
1951 and four years later was elected to 
the Council. He has previously served 
as chairman for the year 1967-68. 
Commissioned in the Territorial Army 
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in 1939 with the 6th King’s Liverpool 
Rifle Regiment. Mr Colquhoun served 
throughout the Second World War, 
becoming attached to the Indian Army 
and later on the staff of the British Army 
in India. 


IN PARLIAMENT 
Companies Acts 


Mr Cant asked the Secretary of State 
for Trade and Industry whether he 
will arrange for his department to submit 
fuller reports to Parliament under section 
451 of the Companies Act 1948, than has 
been customary hitherto, in particular by 
including an estimate of the number of 
contraventions in the relevant years of 
each section of the Companies Act that 
can be breached. 

Mr ANTHONY GRANT: I am not con- 
vinced that any useful purpose would be 
served by a fuller report. 

Mr Cant asked the Secretary of 
State for Trade and Industry whether as 
part of his review of the Companies Acts, 
he will commission a study of existing 
company administration and law from an 
independent group of experts, such as the 
Companies Act Consultative Committee, 
given access to representations from 
the investing public, and subsequently 
lay before Parliament a statement showing 
how he proposes to implement their 
recommendations. 

Mr ANTHONY GRANT: We shall con- 
sider any representations from the invest- 
ing public, but we do not at present intend 
to commission a study or reconvene the 
Companies Act Consultative Committee. 

Mr Cant asked the Secretary of State 
for Trade and Industry whether he will 
arrange for his Department to submit 
fuller annual reports on the activities of 
insurance companies to Parliament, cover- 
ing contraventions of the Insurance 
Companies Acts defects in existing law, 
administration and proposed corrective 
action. 

Mr ANTHONY GRANT: I will bear the 
hon. member’s suggestion in mind. 

Hansard, July 23rd, 1971. Written 
answers, col. 374. 


Luncheon Vouchers 


Mr Mrxkarpo asked the Chancellor of 
the Exchequer, if he will now seek to 
increase the allowable value of luncheon 
vouchers. 

Mr Patrick JENKIN: My right hon. 
friend has no present plans to make 
such an increase. 

Hansard, July 23rd, 1971. 
answers, col. 376. 


Written 


District Auditors: Appeals 


Mr Contan asked the Secretary of 
State for the Environment how many 
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appeals have been made against decisions 
of district auditors in England and Wales 
in each of the last five years; and how 
many of these were made by local 
authorities and how many by private 
persons. 

Mr GraHwamM Pace: During 1968, 
1969 and 1970 there were three, seven 
and ten appeals respectively, all of which 
were lodged by private persons. Figures 
for earlier years are not readily available. 

Hansard, July 23rd, 1971. Written 
answers, col. 378. 


Value-Added Tax 


Mr KENNETH BAKER asked the Chan- 
cellor of the Exchequer whether he 
intends to give some relief from value- 
added tax to traders who, on the day 
that the tax is introduced, are holding 
stocks on which purchase tax or excise 
duty will have been paid. 

Mr Hiccins: My right hon. friend 
has received a number of representations 
on this subject, all of which are being 
carefully considered. This is a difficult 
issue, and my right hon. friend is not 
yet ready to announce any decision. 

Hansard, July 29th, 1971. Written 
answers, col. 173. 


Schedule E Centre, Liverpool 


Mr FLETCHER-COOKE asked the Chan- 
cellor of the Exchequer when taxpayers 
in the north-west will have their tax 
records taken on to the Schedule E centre 
computer in Liverpool; and if he will 
make a statement. 

Mr Patrick JENKIN: The Inland 
Revenue planned to begin taking on to 
the computer next January PAYE work 
of certain tax districts around Man- 
chester. However, in view of the fact 
that tax offices will be heavily engaged 
next year in preparing for the introduction 
of unified tax in 1973-74, and bearing in 
mind that the Inland Revenue is review- 
ing the whole structure of PAYE, we 
- have decided that it would be prudent to 
defer the take-on of work to the computer 
by six months, beginning then with the 
PAYE records mainly of Manchester 
taxpayers already held in offices in Bootle. 
The Inland Revenue will notify em- 
ployers whose PAYE work will not now be 
transferred to Bootle in 1972. 

Hansard, July agth, 1971. 
answers, col, 174. 


Written 


SOUTH EASTERN SOCIETY'S 
KENT CONFERENCE 


‘Planning the development of the smaller 
business’ is the theme of the annual 
residential conference of the South 
Eastern Society of Chartered Accountants 
which — as previously announced — is to 
be held at the University of Kent from 
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September 23rd-2sth. Work at the 
conference lecture sessions and discussion 
meetings will be based on a case study 
prepared by Mr R. 5. Waldron, F.c.a., 
F.c.c.A., and to be presented by him at the 
first session. Speakers will include Mr P. 
Desmond, F.c.a., of Arthur Andersen & 
Co, Mr D. H H. Millard, F.c.a., of the 
Industrial and Commercial Finance Cor- 
poration, and Mr J. P. Hardman, F.C.A., 
F.T.L1., of Thornton Baker & Co. 

All members (and staff) of the ac- 
countancy bodies and kindred bodies are 
welcome to attend the conference at a fee 
of £25, including course material, ac- 
commodation, and meals. Applications 
should be made without delay to Mr 
R. H. Buxton, F.c.a., 15 Wrotham Road, 
Gravesend, Kent: 


SCOTTISH INSTITUTE’S 
POST-QUALIFYING COURSES 


Three post-qualifying courses organized 
by The Institute of Chartered Account- 
ants of Scotland will be held during 
September on varied but necessary 
subjects. From September 6th-roth, at 
the Royal Hunting Lodge, North Ber- 
wick, the subject will be ‘Communica- 
tions — can you get through to people?’; 
the emphasis throughout the course will 
be on the spoken word, and division of 
available time will be such as to encourage 
maximum participation in discussion and 
organized debate. Closed circuit television 
will be extensively used in order to record 
and play-back several practical sessions, 
thus enabling those attending to review 
the work of others as well as to appraise 
their own performance. 

During the month there will be two 
courses for young chartered accountants — 
one for those just entering industry or 
commerce as an introduction to various 
facets of industrial management, and the 
other for newly qualified men to acquaint 
them with the problems that confront 
practitioners. Both courses will be held 
at the Pollock Halls of Residence, 
Dalkeith Road, Edinburgh, from Sep- 
tember r8th-roth, and zoth-3oth respec- 
tively. 

Also at the Pollock Halls of Residence, 
a course on ‘Financial management in an 
inflationary environment’ will be held 
from September zoth-22nd. This course 
has been designed to give a rapid orienta- 
tion to decision-making in inflationary 
conditions, and to consider the principal 
stages and alternatives in counteracting 
rising costs. Part of the course will be 
devoted to the use of a specially designed 
EDP program from terminal to central 
computer, so that results can be fed back 
to participants to illustrate the effects of 
operating in an inflationary economy. 

Fees for the above courses are Zoo, 
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fro and £40 respectively, and in each 
case applications to attend should be 
made to the Director of Post-qualifying 
Education, The Institute of Chartered 
Accountants of Scotland, 27 Queen 
Street, Edinburgh EH2 1LA. 


BIRMINGHAM TAX 
CONFERENCE 


The Birmingham and West Midlands 
Society of Chartered Accountants is 
holding a one-day taxation conference . 
on Tuesday, September st, at the 
County Ground, Edgbaston, Birmingham. 
The subject will be the Finance Act 1971 
and there will be lectures on other 
subjects, for example, value added tax. 
The speakers will be Mr Halmer Hudson, 
F.c.A., and Mr J. Jeffrey-Cook, F.c.a., 
SPILL l 

Particulars of the conference and an 
application form will be sent to members 
of the Society during August; the at- 
tendance fee will be £4. to none lunch, 
tea and coffee. 


SHEFFIELD GOLF COMPETITION 


The competition for the Hayward- 
Parkin Trophy has been arranged by the 
Sheffield and District Chartered Ac- 
countants’ Golfing Society to be played 
at the Hallowes Golf Club, Hallowes 
Lane, Bronfield, on August 24th — 
teeing-off time around 4 p.m. It will be 
a stableford competition with full handi- 
cap allowance and applications should be 
made as soon as possible to Mr P. H. 
Smith, a.c.a., Altman, Smith & Co, 13 
Rockingham Street, Sheffield Sr 3NU. 

Last month the Society won a match 
against’ the students for the ‘President’s 
Trophy’ which they will now hold for one 
year. 


HOCKEY 


Chartered Accountants 2 
Bank of England 


The CAs lost badly to the Bank in their 
final summer game. The Bank were 
quickly in the lead, but a penalty stroke 
from Gallant levelled the score. However, 
the Bank scored another three goals by 
half-time and one in the second half, 
while the CAs could manage only one, 
from Aggarwal. 

Carr, as captain, played spiritedly in 
defence and Donaldson gave a lead to the 
halves, but the visitors were unable as a 
team to match the Bank’s skill, 

Chartered Accountants: I. S. 
McLaughlin; I. F. Whiteman, R. Carr; 
F. Luxa, W. A. Donaldson, C. Gallico; 
R. Major, A. Clark, B. K. Aggarwal, 
M. D. Gallant, P. Thompson. 
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The Institute of Municipal Treasurers 
and Accountants 


Results of Examinations held in May 1971 


Places and Prizes will be awarded on the combined results of the May 1971 and 


November 1971 examinations 


FINAL EXAMINATION — PART 1 


The following candidates have completed the Final examination: 


Abraham, J., Swansea 

Acton, C. J., Hinckley UDC 

Alsop, K. CN North Derbyshire Water Board 
Andrews, C. N., Warrington 

Armstrong, G. R., Nashumbectaia Ce 


Barron, H. G., Brighton 

Barrow, P. W., Widnes 

Beardmore, F. J, Derby 

Beech, R., Essex CC 

Becken, D D. V., Ripon & Pateley Bridge RDC 
Berry, B., Brighouse 

papo H. J., Staffordshire CC 

Biggs, A. G., Carlton UDC 

Brown, A.R. , Bracknell Development Corporation 
Buckley, D., St Helens 


Cardy, D., Lancaster 
Carrick, Cumberland CC 
Cashin, J. A., Hammersmith 


` Chaytor, R., Durham CC 
"Cheetham, B. A., Stockport ` 
_ Cheetham, R., Barnsley 


Claydon, > A. Department of the Environment 
(Broml 

Collins, G. J., Runcorn Development Corporation 

Cookson, B. È., Leeds 

Crompton, F. B., 


Bury 
_ Cumberland, R. A., Radnorshire CC 


Date, G., Exeter 

Davies, J. T., Accrington 

Davies, J. E. H., Camden 

Dolman, A. A., Bath 

ited P., Oxfordshire & District Water Board 
Dyson, K , Yorks (West Riding) CC 


Ellison, A. T., Teesside 
Everitt, J. E., Rotherham 


Farrell, P., Lusaka (Zambia) 

Fernand ez, D..H., Southend-on-Sea 

Fisher, R. A., Department of the Environment 
(Norwich) 


` Foot, E. al ., New Forest RDC 


Foster, D . Wolverhampton 


Garbutt, C. M., Lusaka (Zambia) 

Gatehouse, J., Bedwellty UDC 

Gilbert, B. K E., Sussex (West) CC 

Gleave, H., Department of the Environment 
(Surbiton) 

Godber, C. G., Dorset CC 


Grainger, C., Havering 
Guy, P., Wrexham 


Haggar, A. W., Tenby 
Hall, G. a Telford Develops Corporation 
Hart, J.E ., University of Surrey 
Hayes, ep "Oxfordshire & District Water Board 
Hirst, T. A. Chadderton UDC 
Holden, K. R., Ealing 
Holmes, J. M., Nottingham 
Horton, A., Aldershot 
Howard, P. L., Surrey CC 
Hudson, J.J., Barnsley 
TUERA, G. F. McL., Kilmarnock 
hrey, M. L., Leicester 
Humphrey, E. A. S., London Transport Executive 


Isted, W. D., Fleet UDC 


Johnson, A., Chester le Street RDC 
Jones, D. M., Neath 


Kajubi-Mulondo, J. J., Manchester 
Kennedy, A., Ashton under Lyne 


ses ce G. A., North West Gloucestershire Water 


Lee, Ga R., Greenock . 

Lee, N N. G., Morecambe & Heysham 
Linkston, A . M., West Lothian CC 
Lowe, M., St George’ s Hospital 


Macalister, J. C., Lewisham 

Macdonald, E. C. F., Merton 

Maggs, R. N. J., ‘Oxford 

Mays, E. L., "Macclesfield District Water Board 
Mazala, C., Ndola vane 

McCall, I., ’ Rochd 

Middleton, R. L., Barrow-in-Furness 

Moore, M., Tynemouth 

Mundy, P. R., Wiltshire CC 

Murray, G., Skipton RDC 


Nash, D. S.. Morley 
Newcombe, T. J., Weston-super-Mare 


O'Driscoll, F. J., Meriden RDC 
Ody, R. R. M., Wokin g UDC 

O’ Neill, D., ' South Shields 
Onslow, G. "D. Bacup 

Ordish, F. R., Burton upon Trent 
Ormerod, D., Fleetwood 


Parkeri i J. M., Tees Valley & Cumberland Water 

oard 

Parsons, D. W., Dorset CC 

Partington, D. T., Blackpool 

Pick, D., Carmarthen 

Pirrie, Je Huntingdonshire & Peterborough cc 

SE , W., Glamorgan CC 

Pryke , Dewsbury 

Pyeroft, P Deparaneut of the Environment (Bir- 
mingham 


Rose, D. J., Lancashire CC 
Sagar, L., Hemsworth RDC 


Samutumwa, M., Lusaka (Zambia) 
Scott, D., Sunderland 


Scott, J. A., 
Sendeme, F. Ee oeh (Zambia) 
Shaw, M. K., Blac poo 


Sibley, M. G, Hammersmith 
i R. K., Barrow-in-Furness 
. K., bees tant 
Smith, M De Gloucestershire CC 
Smith, P. H., “Lusaka (Zambia) 2 
Stagg, C; Birmingham 
Streeter, j . G., North Wiltshire Water Board 
Strong, J. H. R., Coventry 
Stubbington, L. NM. Portsmouth 


ee P., Huntingdonshire & Peterborough 


Thewlas, J. E., Luton 

Thirtle, N. J., Croydon 

Thomas, B., Glamorgan CC 

Thomas, P. F., Department of the Environment 
(Wolverhampton) 

Thompson, K. C., Winchester 

Thorpe, N., Leeds 

Tordoff, D. ow Bradford 

Townley, À., Runcorn Development Corporation 

Trundley, P., Peterborough 

Tuson, R. Cé Lancashire CC 


Vassallo, P., Plymouth 
Vickers, T. A., Leeds 


Wain, W. J., Whiston RDC 
Wainwright, T. B., Kingston upon Hull 
Ward, B., Blackpool 

Warner, R. H., Worcestershire CC 
Whatling, B., Crosby 

Kee P. M., Torbay 


The following candidates ET? passed Part x of the Final examination only: 


Abogi, S. Ze Nairobi (Kenya) 
Adams, enfield 

Alderton, F . E., Hampshire CC 
Allen, S., Durham 

Anderson, S. A., Sale 

pum TT, Cardiff 
Ankers, P. W., Essex CC 

Austin, B. R., "Hemel Hempstead 
Aweock, P. E. R., Oxfordshire CC 


Bailey, c G., Kingston upon Hull 


Bailey, M. J., West Bromwich 
Baldwin, P. Ka Buckinghamshire CC 
Ball, G. C, D +, Bletchley UDC 
Barker, F. A. “York 


Barnard, R. V., Gloucester 

Belford, J. F., Department of the Environment 
(Leeds 

Bell, R. A., Barrow-in-Furness 

Birtles, d K., Gloucester 

Blacker, D i Lichfield ` 

Boddy, R. S., "Sutton 

Bond, A. F., Lincolnshire (Holland) CC 

Bowman, A., Newcastle upon Tyne 

Bradbury, R. G. A., Ayr CC 

Brain, J. E., Chepstow RDC 


‘Brereton, M. E., Cheshire CC 


Bridle, K. W., ‘Department of the Environment 


(Beverley) 
Brindle, D., Bolton 


Brown, M, W., Greater London Council 
Brown, T. Ge ‘Burnley 

Burgess, J. A., Hammersmith 

Burke, J., Glasgow 

Burns, J. R,, Warminster UDC 

Burton, Ra Cove entry 

Butler, J. R s Ce UDC 


Caines, B. W., Milton Keynes Development Cor- 
poration 

Callaway, T., Durham CC 

Canning, P. A., Wolverhampton 

Cargill, R., Banbury 

Carter, C, F., Camden 

Carter, N. A., Lymington 
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apola D . R., Enfield 

Cawley, T. C., Buckinghamshire CC 
Charman, J. A., Newham 

Cheek, L R., Southend _ 

Chester, B ., Worcestershire CC 
Clarke, M., ” Fylde Water Board 
Clarkson, E . E., Blackpool 
Clayton, R. R. K., Bradford 

Cole, os F., Westminster 

Coles, C. F., Glamorgan CC 
Collins, R., Doncaster RDC 
Copping, J., Durham RDC 
Coslett-Derby, J. M. J., Southampton 
Cotton, A., Blackburn 

Crocker, D. J., Torbay 

Crofts, R. , Wigston UDC 

Crowson, Ga Atherstone RDC 
Cummins, R. J., Cheshire CC 


Darke, D. a R., Newbury 

Davies, P. W., Kensington & Chelsea 

Davis, R. N., Chester 

Dawe, D., Durham County Water Board 

Dawson, A. C., Barnet 

Dawson, N. J. E., Cheshire CC 

Denham, T. M., Carlisle 

Denny, L. R , Islington 

Dixon, A., Maidenhead 

Dobson, W. K., reg CC 

Dolbear, R., Cardiff 

Dominey, D. P., Bournemouth 

Donnelly, R. N., Lancashire CC 

- Donovan, M. Gë Dearne UDC 

Saba G., Lytham St Annes 
Dryland, a Manchester 

Duffy, LT ., Wolverhampton 

Dwyer, M., “Dud e 


ae A. J., Cardi 

Ellis, F. Ja e (Lindsey) CC 
Emery, I . H, Newcastle under SC 
Etches, B. D., Dorset CC 


Fillingham, I. J., Lei 

Fincher, J. M., e Steg CC 
Finer, A. P. (Mrs), Westminster 
Fisher, P. R., Grimsby 
Fianagan, M. J., Southampton 
Fleetwood, W. D., Sunderland 
Flower, J. H., Ampthill RDC 
Fraser, C. J., Coventry 

Fuller, A. C., Portsmouth 


Galliford, J. H., Devon CC 
Gardner, C. A, (Mrs), Nottingham 
Garland, D. T., Leeds 

Gaunt, A. W., Wolverhampton 
Geary, P. J., Hampshire CC 
Gilbert, M., Buckinghamshire CC 
Gitobu, G. 1. Nairobi (Kenya) 
Goodwin, R. A., Llwchwr UDC 
Goodyear, re A., Wiltshire CC 


Gormley, A., Department of the Environment 
(Preston) 

aoa? S. M., Westmorland CC 

Graham, I A Wolverhampton 

Grant, D. S , Brighton 

Green, C. E, Islington 

Griffith, J. H., Skelmersdale Development Cor- 
poration 


Grube, V. P., Eastbourne 


Hall, C. E., University of Keele 
Hammond, P. D., Hastings 
Hanmer, R. G., Kitwe (Zambia) 
Harrison, S. H., Department of the Environment 
Steer) 
art, D. D., Stirling CC 
Haste, J. V., , Peterborough 
maingi C. SÉ Merton 
Heslop, R , Crook & Willington UDC 
Hewings, Gu Amersham RDC 
ee J. N. , Wolverhampton 
Hibbitt, P. A., , Fylde Water Board 
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Hind, R. J., Hillingdon 

Hindle, S. ER Department of the Environment 
(Doncaster) 

Hislop, I. J., Yorks (West Riding) CC 

Hitchings, D. J., Swansea 

Do den, D. E., Richmond upon Thames 

Ho land, D. E., Bromley 

Ho-man, K. E., Bromley 

Ho-ness, R. J., ‘Coventry 

Horner, R., Brighton 

Hoasley, D. Sheffield 

Hupbard, K. W., Basford RDC 

Hudson, P., Nottingham 

Huzhes, W. J., Dumbarton 

Huater, D., Durham CC 


Iles, J. M., Cheshire CC 


James, D. C., Nantyglo and Blaina UDC 

Jessop, G. A., Hampshire CC 

Jewell, R. M., Darlington 

Jiggins, F., Hammersmith 

Johnson, M. J., Department of the Environment 
(Aylesbury) 

Jonzs, G., Swansea 

Jonzs, R. O., Cardiff 

Jostyn, R. H., Swindon 

Joyze, M., Leeds 


Keen, M. D., Glamorgan CC i 
Kendrick, P., Salisbury & Wilton RDC 
Kitz, R. S., Poole 


Laister, A., North West Gloucestershire Water 
Eoard 

Larmbourne, R. S., Havering 

Lare, M. &., Se of the Environment 
(Ealing) 

Levitt, G. E., Scarborough 

Lincoln, A. J., Norfolk CC 

Llovd, J. W., Chester 

Locge, J. W. E., Nottinghamshire CC 

Lowe, SC West Bromwich 

Lurd, S. J., Lincolnshire (Lindsey) CC 

Lyrch, L J., Darlington 

Lyrch, R . P., Stroud RDC 


Macdonald, M., Warrington Development Cor- 
pəration 

Maclean, M. W. R. E., Greater London Council 

Mallett, R. F., Sheffeld 

Mander, A,, Bournemouth 

March, A. M., Northampton 

Marshall, P. R., Teesside 

Matthews, D R., Cheshire CC 

Metsowan, C. A. Barking 

McGregor, D. W., Peterborough 

McXendrick, E. l. Lanarkshire CC 

McLellan, A. J., Glasgow 

Memmott, L., Shefheld 

Micdleton, A. L., Havering 

Morland, C. W., Cumberland CC 

Morrell, 7h J., Worcestershire CC 

Moses, H , Crook & Willington UDC 

Moss, W. E., Sussex (East) CC 

Musguiyi, J. G. N ., Nairobi (Kenya) 


Nayior, W. D., Derby 

eal, B. J., Scunthorpe ` 
Newcombe, D. S., Glamorgan CC 
Neviss, G., J., Scarborough 
Nyikho, G. B., Kabwe (Zambia) 
Nnadi, L. E., Leicester 
Noron, A., Havant & Waterloo UDC 


Okereke, J. U., Liverpool 
Onunekwu, C U. S., Manchester 
O’Ra2illy, M. As; Kidderminster 


Paddon, T. J., Westminster 

Palmer, H. W., Leighton-Linslade UDC 
Palmer, J., Ilkeston 

Parfitt, C CG Buckinghamshire Water Board 
Parker, P. M., Surrey C 


‘Smith, B., 
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Parr, A. S., Lancashire CC 

Parsonage, B., Lancashire CC 

Paterson, J. B., Barnet Group Hospital Manage- 
ment Committee 

ege . C., Tamworth 

Peel, J. W ; Salisbury 

Pennell, C. oe Crawley UDC 

Pike, D. J., Rotherham RDC 

Pitt, M. J Westminster 

Pockett, A. W., Havering 

Pollinger, I. D. L., Hampshire CC 

Powell, A. R., Manchester 

Powell, M. J., Gloucestershire CC 

Pratt, J. D., Whiston RDC 

Prendiville, 5. J. P., Hertfordshire CC 

Prince, D., Hampshire Cc 

Purkiss, R. CG, Dorset CC 


Raby, A. J., Liverpool 

Randall, G. W., Coventry 

Read, J., , Burnley 

Reeves, R . Jn Gloucestershire CC 
Revels, A. W., Hitchin UDC 

Riitho, D. W. W. (Mrs), Nairobi (Kenya) 
Robertson, H., Barrhead 

Robins, T. J., ‘Swindon 

Robinson D. S., West Lancashire RDC 
Robinson, M. J., Blackpool 
Robinson, P., Bradford 

Roche, W., Islington 

Rogers, P. Violvecharmpton 

Rowley, B., Horbury UDC 


Sadler, D. J.. Rotherham 

Sambo, B. W. P., Kitwe (Zambia) 

Sandiford, N. S., ' Lancashire CC 

Saville, M., Liverpool 

Sawtell, M. F., Entield 

Scholes, T. A., Lanarkshire CC 

Scott, Ke Mcl., Lanarkshire CC 

Sharp, R ay Chigwell UDC 

Shaw, P. G., ” Worcestershire CC 

Shawcross, ei J., Bedford 

Shean, J. P., Barking 

Shulver, R. T., Merton 

Skinner, R. S., Great Yarmouth 

Smetherham, J. R., Colchester 

Derbyshire CC 

Smith, Cp K., Worthing 

Smith, D. A., Washington: Development Corpora- 
tion d 

Smith, M. A., Redbridge 

Smith, W. H., Birmingham 

Spencer, D. AS Lancashire CC 

Spencer, P., Runcorn Development Corporation 

Spurgeon, J., Chigwell UD 

Stone, G. C., Margate 

Stout, D. Ge Whitley Bay 

Stretton, R. M., Grimsby 

Stroud, P. T., Havant Be Waterloo UDC 

Summerlin, D. E. T., Department of the En- 
vironment Arnos Grove) 

Sutton, P., Chester 

Swain, R., ” Hertfordshire CC 

Swann, P., Great Yarmouth 

Sypula, S. M, Dorking UDC 


Tearle, S. J., Luton 
‘Thomas, D. ia Bolton 
D., Whiston RDC 

Thornton, Č. SCH Lancashire CC 

, Dudley 
‘Toman, W. Ge “St Ives (Cornwall) 
Thompson, J., "United Sheffield Hospitals 
Turvey, A. G., Bedfordshire Water Board 


Walker, M. G., Hertfordshire CC 
Walker, V. T., Department of the Environment 
(Ealing) 
Washington, R. M., Cardiff 
Waterhouse, A., Spenborough 
Weaver, M. P., Dudley 
Webb, D. W Wiltshire CC 
Webster, No “Skipton UDC 
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West, K. J., Department of the Environment 
(Plymouth) 

West, P, J., Bedfordshire CC 

Wheatley, L L. A., Redbridge 

Wilkins, M., p Glamorgan CC 

Wilkinson, W. J., Sheffield 

Wilks, A., Colchester 
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Williams, R., Kirkby UDC 
Williams, R., Lancashire CC 
Williamson, I. L., Cambridge 
Wills, D. J., Somerset CC 

Wilson, B. A., Waltham Forest 
Wilson, R. G., Doncaster 
Woodhouse, D . J., Oxfordshire CC 
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Worth, A. G., Badknalanehie cc 

Wright, C. F., Birmingham 

Wright, P. S., Lincoln 

Wright, P. T, Department of SS Environment 
(Plymouth) | 


York, J., Western Royal Hospital Board 


: The following candidates have completed the Final examination: 


' Alker, R. H., St Helens 


Anderson, R. M., St Mary’s Hospital 


` Andrews, L. R., Camden 


Andrews, R. J., Birmingham 
Ashton, L., Widnes 
Ashworth, Ga , Huntingdon & Peterborough CC 


Barham, J. M., Bradford 

Beech, J. R., Coventry 

Binder, B. J. A., Greater London Council 
Bishop, W. I. iC. Leicester 

Boudier, J. K., Greater London Council 
Briscoe, D. J., ' Bentley with Arksey “DE 
Brooke, P. J., ’Greater London Council- 
Brooks, M. A., Toronto (Canada) 

Brown, P. J., Suffolk (West) CC 

Brown, W., Merton 

Butler, R. A. A., Norfolk CC 


Carter, J. D. P., Department of the Environment 
(Harrow) 

Comley, F. R., Stoke-on-Trent 

Cooper, R. G., Southampton . 

Corbett, H. D., Lewisham 

Croston, SC b > Cwmbran dese Cor- 
poratio 


Crutch, SR Ilkley UDC 


Denham, G., Brighouse 

Derrick, P., Gateshead 

Dixon, K. T , Suffolk (West) CC 
Downer, G. L., Greater London Counci) 
Drew, C. W., Eccles 

Dunnell, A. G. ., Nuneaton 

Dyster, J. E., Merton 


Edwards, R. B., Solihull 
Eva, D. P. P., Halifax 


Farmer, C., Heanor UDC 

Fenton, G. T., Fylde Water Board 
Fitches, T., Easington RDC 
Flexman, , Hammersmith 
Foggon, G. R., Daley 


` Foster, J. À., EE UDC 


Friend, M. TI. Kensington & Ckelsea 


Gayton, A., Leicester 
Galbraith, J., Londonderry Development Com- 
mission 


Goddard, M. L., Stockport 

Goodman, A. H., Greater London Council 
Grant, G., Grimsby 

Green, J., E eSa UDC 
Greenough, J., Stretford 

Grute, D. TS, ‘Coventry 


Hall, R., Yorkshire (West Riding) CC 
Hammond, A. J., Dudley 
Harvey, D. À., Berkshire CC 
Harvey, R. N., Oxford 

Healey, R., Manchester 

Hewitt, D. C., Worcester 
Heycock, de ., Birmingham 
Highley, C. D., Sutton Coldfield 
Hopkins, B. D., Kidderminster 
Howe, I. , baling 

Hulme, M. E. J., Kiwe SES, 


H effery, M., Brighton 
Jones, G. B., Bolton 
Jones, J. G., ’ Cardiff 


Kennedy, D. G., Huddersfield 
Kistner, G. A., Kensington & Chelsea 
Kitchen, R. W., Lancashire CC 


Lamb, R. J., Malvern UDC 
Lamprell, E., Chorley 
Last, H. T., Department of the Environment 


Lavell, M. D., Wetherby RDC 

Lissimore, K. N., West Bromwich 

Lloyd, P. D. Redditch Development Corporation 
Luscombe, R. D., Torbay 

Lyon, F. F. T Camden 


Madin, A., Sheffield 
Marston, R: J., Nuneaton 
McNally, E P., Essex CC 
Mentell, P, E., Bolton 
Metherell, E Northampton 
Millington, I. K., Bury 


Neep, P. M., Barrow-in-Furness 
Nuttall, H., Herne Bay UDC 


e Ze: Huntingdon & Peterborough cc 
Paske, I. ., Harlow UDC 


Pendlebury, D., Cheshire CC 

Pendlebury, M. W., Great Ouse River Authority 
Porter, G. L., Coventry 

Prentice, B. G., Kent CC 

Preston, M. L., Cardiff RDC 

Price, D. V., Cardiff 


Radcliffe, J. M., Brighouse 
Raybone, W. V., Birmingham 
Reekie, K., Fife CC 

Reeve, D. C., Islington 
Rhodes, J. A., Bradford 

Rigg, D. P., Bedford. 

Rogers, W. F., Birmingham 


Salter, G., Barnsley 

Salzman, i . JL, Wokingham 

Sevier, R. A., "Teesside 

Scruton, I. C Leicestershire CC” 

Sherring, J. L: Department of the Environment 
(Wakefield) 

Sherwin, G, G., Sheffield 

Skinner, N. A., Colchester 

Smith, G. J., Coventry 

Springthorpe, H. I. R., Kingston upon Thames 

Stafford, L. J., Portsmouth 

Stainthorpe, D. VI Brighton 

Stanley, D. J., Merton 

Storey, R. A., Leeds 

Strange, M , Derby 

Stroud, J. D., Thurrock UDC - 

Sunderland, J , A., Nottinghamshire CC 


Taylor, D., Birkenhead 
Turner, D. C. G., Staffordshire CC 


Walton, J. D., Durham CC 

Ward, G., Department of the Environment 
(Ilford) 

Wardrobe, A. R., Glamorgan CC 

Watts, D. A., Merton 

West, R. M., ” Northumberland CC 

Westerman, R., Derbyshire CC 

White, R. M., Fareham UDC 

Whiteoak, J. E. H., Solihull 

Whitten, J., Greenwich 

Williams, A. P., Colchester 

Wiliams, J. D. P., Portsmouth 

Willis, A., Gateshead 

Woodrow, P. F., Enfield 


The following candidates have passed Part 2 of the Final e only: 


Blakeston, Yorkshire (East Riding) CC 
Byrom, .„ Horwich UDC 


Dowsett, Ke J es Haverhill UDC 
Everett, C., Horwich UDC 


Passed .. ace SS Wiel 
Failed g 


Totals 


Herridge, J. S., Eastleigh 
Hibbert, R. W. ., Kidsgrove UDC 


McLaren, J. D., Cheshire CC 


SUMMARY OF RESULTS 








Scrutton, S. J., Batley 
Thompson, E. P. G., Lusaka (Zambia) 
Voyzey, A. D., Cardif RDC 





Intermediate Final — Part I Final ~ Part 2 Total 
No. ` % No. % No... . % No. % 
220 37 Ait 48 136.. 42 767 43 
372 63 443 52 185 së 1,000 57 
592 854 32I 1,767 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 42 years 
of postal tuition experience and over 205 5000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, ete. 


FOR C.A. 
EXAM 
PASSES 





. Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 
DEPT AH3, TUITION HOUSE, LONDON SW19 
Member of the Association of British Correspondence Colleges 





enasna 


Vol. 165. No. 5043 





The Recognized Weekly Journal for the Accountancy Profession throughout the World 





ON OTHER PAGES 


Excellent in Parts 
Accountants’ Views on VAT 
Current Affairs 


This is My Life 


by An Industrious Accountant 


Financing Local Democracy 


Contributed 


Company Contracts 
Legal Status of Secretary 
by lan S. Blackshaw, F.R.S.A., Solicitor 


A Policy for Education and 
Training 
ICA Proposals for Discussion 


The Accounting World 


Management Information and 
Control 


"` by R. D. Crowther, F.C.A. 


Reform of Corporation Tax 
Views of the Allied Accountancy Bodies 


Taxation Cases 
CIR v. Richards’ Executors ~ Greenberg 
- v. CIR — Tunnicliffe v. CIR 


Finance and Commerce 
James Scott (Electrical Holdings) — 
Lee Cooper — From Cape Town — City 
Notes — Rates and Prices 


Letters 
Books | 


The Institute of Chartered 
Accountants in England and 
Wales 
Special and Ordinary Meetings of the 
Council l 
Findings and Decisions of the Appeal 
Committee 


Student Roundabout 


Notes and Notices 


215 


216 


217 


221 


222 


223 


224 


228 


230 


233 


235 


236 


244 


245 


246 
247 


248 


251 


Keep Auditors Free in EEC 


AS objectivity is an attribute which must be assimilated 
by training and example; it is not a concept which can be precisely 
defined in terms and imposed from without by order and regulation. The 
clear black and white areas of professional relationships can blend — as 
many practitioners are almost painfully aware — into various shades of grey. 

Except for the obvious disqualifications imposed by section 161 (2) 
of the Companies Act 1948 (whose ancestry can be traced, in any event, 
to earlier Acts drafted at a time when accountancy was less firmly estab- 
lished as a profession and auditing was not its major activity), neither 
Parliament nor the professional bodies in the United Kingdom has 
thought it necessary to impose any restriction upon other services which 
auditors may perform for their clients; the respective responsibilities of 
auditors and of executive management have been well recognized for 
many years, and in the vast majority of cases are honourably observed. 

In other parts of Europe, unfortunately, the profession appears to be 
less happily placed, and there has already been some discussion within 
the European Economic Community as to whether auditors of companies 
should be restrained from undertaking other accountancy services, such as 
management consultancy and taxation work. 

The Institute of Chartered Accountants in England and Wales (which 
is already represented, as noted in The Accountant of July 8th — Oxford 


Conference report, page: 46 — as an observer at the groupe d'étude in 


Brussels) has been sufficiently alarmed by this development to submit 
to the Direction Générale of the Community its own representations against 
such a measure, and to release the text of those.representations for in- 
formation of the profession at large. As the Institute has pointed out with 
some force and considerable weight of authority, the concept of restraining 
by rule the proper scope of an auditor’s duties has no merit and would 
in practical terms be unworkable. l 

Auditing cannot be performed in a vacuum; nor is a professional man, 
whose skill and objectivity has been developed by training and long 
experience, to be regarded merely as one öf those irritating minions whose 
sole function throughout the working day is to apply standard procedure A 
to standard circumstance B, and is neither expected nor allowed to think. 
Should an auditor, for example, be forced into the position of saying to 
his client, like Gilbert’s pirate apprentice — ‘I know why, but I may not 


rell you; it wouldn’t be right’, and thus to qualify his report over the 


inadequacy of a taxation provision which he could easily have rectified? 

If the auditor may not advise on the client’s system of internal control, 
he must instead incur additional time and expense before he can be in a 
position to express any professional opinion upon the accounts, whilst the 
client continues to risk potential losses by inefficiency and embezzlement. 
In dealing with incomplete records, the auditor may also have to do a 
good deal of writing-up work; but since in every audit — large or small — 
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“he must satisfy himself of the performance of every step 


from source data to final accounts, his independence does 
not suffer solely by reason of taking over one client’s 
records at an earlier stage than another’s. If separate 
‘accountancy’ and ‘audit’ teams were required by law, 
the immediate result would be staff. problems for the 
practitioner and extra fees for the client. 

As we mentioned in a leading article, ‘Europe — and the 
Profession’, on July 15th, one of the features of the Treaty 
of Rome is the mutual recognition of professional diplomas 
and of freedom to practise. But we regard it as of greater 
significance than the accreditation in the UK of, let us say, 
the Ruritanian Association of Registered Accountants and 
Recognized Auditors (RA-RA-RA), that members of the 
profession in Britain should not be hampered in rendering 
what has long been regarded as a proper service to their 
clients. 


The full text of the Institute’s statement to the Com- 
mission of the EEC is as follows: 


Introduction 


1. The Institute of Chartered Accountants in England and 
Wales is aware that within EEC there has been some discussion 
about whether there is a case for seeking to restrict accountants 
who act as auditors of companies from undertaking other 
accountancy services such as management consultancy and 
taxation work. 


2. In the view of this Institute there is no case for trying to 
introduce such a restriction in the services accountants may 
offer. We believe it would be damaging to the profession, its 
clients, and the community generally. Our reasons follow. 


Advisory. services distinguished from executive 
management 


3. The services provided by practising accountants in the 
fields of management consultancy and taxation are advisory 
services. In carrying them out accountants do not usurp the 
executive functions of the management of client companies. 
Those responsibilities remain with the directors and the 
management. The auditor does not impair his objectivity by 
offering advisory services, because he avoids involvement in 
and does not assume responsibility for executive operation of 
the business. It is axiomatic that auditors should be independent 
and ensure that their objectivity is unimpaired. Objectivity is 
an essential quality of the qualified accountant. His training is 
designed to develop it, and he guards it scrupulously. The 
provision of other accounting services is not in principle a 
factor in determining whether he has objectivity or not. 


inconsistent with a strong accountancy profession 


4. It is self-evident, we think, that a flourishing accountancy 
profession is of benefit to the community it serves. Any un- 
necessary restriction that hinders the development of a strong 
accountancy profession harms the social and economic life of 
the community. It is generally true that those national economies 
with the strongest and most independent accountancy pro- 
fessions have no restriction forbidding the combination of 
auditing services with other accountancy and consultant 
services. We do not believe a strong accountancy profession 
could develop or survive in circumstances where restrictions are 
imposed on the range of services offered. 
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Unsupported by evidence 


5. Regulations restricting the right to perform professional 
services should not be introduced unless there is clear evidence 
that the absence of such restrictions damages the public interest 
and compelling reason to believe that their introduction will 
benefit it. The burden of proof should be on those who advocate 
the introduction of restrictive practices. We are not aware of 
any evidence, in the United Kingdom or elsewhere, that the 
right to combine auditing with other accounting services may 
cause or has in fact caused damage to the public interest. On 
the contrary, we can point to considerable evidence that the 
provision of such services by auditors is in wide demand and 
regarded as of value. 


Unsupported by authoritative opinion 


6. We are aware of no authoritative body of opinion, in 
government or in the private sector in the United Kingdom, 
which advocates or supports the introduction of such re- 
strictions. 


Adverse effect on the profession’s skill and 
competence i 


7. Auditing skills are in course of continuous and extensive 
development to match the increasing complexity and scale of 
business. These skills draw depth and strength from expert 
knowledge acquired in giving a wide range of services, including 
financial, taxation and management services. To deny auditors 
the right to acquire-and exercise expertise in the wider range of 
financial services would have a gravely adverse effect on their 
skill and competence as auditors, check the evolution of the 
profession, and ultimately cause loss to the community by 
professional decline. 


Adverse effects for clients 


8. It is economic in terms of skill and effort for auditors tò be 
able to offer other financial and management services to their 
clients, since they already have a close familiarity with their 
clients’ business. Many client companies (particularly the smaller 
ones) would be adversely affected if they were denied the right 
to obtain other services from their auditors. 


Unworkable 


o In the course of their work auditors inevitably offer advice: 
for example, particularly in the circumstances of smaller 
businesses, the audit of the accounts and advice on the pro- 
vision to be made for tax on profits are often so inextricably 
linked that they cannot be separated. Moreover, the key concept 
in modern auditing involves examination of the system of 
internal control and reports to management on its operation, 
which necessarily involve suggestions for improvement. Beyond 
this, there is a trend in the UK towards development of the 
latter philosophy into the field of operational audit as a normal 
part of the financial audit, which seems likely to assume in- 
creasing importance. For these reasons it is plainly impracticable 
to draw a clear line delimiting what sorts of advice an auditor 
may give. 


Conclusion 


10. For the foregoing reasons we conclude that there is no 
substance or advantage in any proposal for barring the com- 
bination of auditing with other accountancy services. On the 
contrary, there would be grave disadvantages and consequences 
for the profession, its clients and the community if any attempt 
were made to introduce such restrictions. The concept has no 
merit and we urge its rejection. 
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Excellent in Parts 


At their annual meeting this year, members of The 
Institute of Chartered Accountants in England and 
Wales endorsed the Council’s proposals for a minimum 
entry: standard of two ‘A’ levels after 1973. The Council 
has now published, as a discussion paper fcr comment by 
October 7th next, A Policy for Education and Training, 
which we reproduce in full on other pages. 

The principal elements of the new policy are a compul- 
sory nine months’ full-time course for all non-graduate 
entrants, which will not be reckoned as any dart of articled 
service — or, as it is now designated, a traming contract; 
a three-part professional examination structure, with 
exemptions available in the first part to graduates in 
‘relevant’ subjects; a two-year post-qualifization ‘intern- 
ship’ in a professional office for those wishing to practise; 
and, in the longer term, the award of fellowship as a post- 
qualification diploma in one of several alternative special- 
izations. 

Despite criticisms which have been direczed at the nine 
months’ course — mainly by principals, on the ground of 
‘lack of immediate practical relevance’ — the Council 
believes that it is preferable for a studen= to acquire a 
broad educational base before proceeding zo professional 
study. This approach should induce a more flexible ap- 


‘proach to the problems arising in the course of a pro- 


fessional career, in place of ‘over-reliance upon the teaching 


‘of techniques which can become outdated’; it is also claimed 


that the final examination performance of those candidates 
who have already followed the nine montas’ course has 


shown a significant improvement over others. 


It will not escape notice that, under the new proposals, 
the non-graduate must contemplate four years under a 
training contract after completion of his cbligatory nine 
months course, compared with three years’ training 
contract, no nine months’ course and possible examination 
concessions for the graduate. The inference is obvious; the 
Institute, as part of its programme to raise standards and 
to promote the image of the profession, is determinedly 
competing for graduate entrants, and plainly regards the 
23 per cent graduate entry already achieved in 1970 as no 
more than an earnest of the future. 

In setting the prospective future pattern of examinations, 
considerable attention has been paid to the views of those 


‘who commented on last year’s draft syllabus (‘Candidates 


Challenged’, The Accountant, November 12th, 1970). 
There will certainly be widespread sympathy for the view 
that “The work of the chartered accountant has become 
so diverse and complex that it is impractica-le, and indeed 
undesirable, to examine each individual’s competence 
in every aspect... . It is the intention that the examination 
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papers should increasingly test understanding as well as 
technical competence’. 

The introduction of a referral system, under which a 
candidate may re-sit one single paper in which he has 
scored a near-miss, has been approved by the Council 
(as noted on another page this week), and may seem to al- 
leviate a long-felt grievance amongst candidates; but as 
it is also published within the context of a general elevation 
of standards, and in connection with higher pass marks in 
each paper, it may lead to some candidates being referred 
who might previously have passed. Perhaps the real 
beneficiaries will be the examiners, who will be spared the 
hitherto invidious task of deciding whether a weakness 
in one paper is sufficiently gross to vitiate an acceptable 
standard in the others. 

The present diversity and complexity of professional 
business must affect the practical experience requirements 
of the prospective chartered accountant, no less than the 
examination syllabus. The Council regards certain areas as 
‘essential’, others as ‘desirable’; and, with a view to main- 
taining adequate supervision of this aspect, intends ulti- 
mately to make compulsory the use of the Articled Clerk’s 
Training Record reviewed in The Accountant last week. 
Where training is not proceeding in accordance with the 
Institute’s guide-lines, the principal may be called on to 
indicate the steps he intends to take to remedy that 
deficiency; this, it must be recognized, is a difficult area, 
and one in which the Council has undertaken to take the 
views of members into account before initiating action. 

We are disappointed to note that the Institute appears to 
be sufficiently well pleased with its existing policy towards 
‘mature entry’ candidates as to contemplate retaining it 
unchanged, Such candidates are required to be at least 27 
years of age, and to show evidence of not less than "ro 
years’ ‘acceptable experience’, and we have previously 
criticized this combined age and experience requirement 
(The Accountant, June 17th) as unduly restrictive. To 
equate qualified members of other professional bodies with 
school leavers, for the purpose of assessing general standards 
of education, is merely silly and can only serve to dis- 
courage potentially desirable cendidates. 

Proposals for transferable training contracts — a subject 
of considerable concern to many students — ‘have still to 
receive consideration’; nor does the present document 
undertake more than that ‘study is continuing’ of the 
feasibility of a second-tier qualification — or, as the In- 
stitute puts it, ‘providing education and training for junior 
accountancy staff outside membership of the Institute’. 

In a foreword to the proposals, the President of the 
Institute, Mr A. H. Walton. F.c.a., describes them as 
indicating only the steps which must be taken now to 
enable the Institute to keep abreast of changing con- 
ditions. It is not necessarily a criticism of a discussion 
document for it to be controversial; but, whilst we ack- 
nowledge a great deal of careful deliberation, there are 
parts of this particular curate’s egg whose digestion may not 
prove universally palatable. 
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Representations on 
=- Value Added Tax 


OLLOWING the Institute of Taxation’s comments on 

the VAT Green Paper dealt with here on July 29th, the 
allied accountancy bodies have now made their represen- 
‘tations to HM Customs and Excise. Many of their views 
parallel the recommendations of the specialist Institute, 
but as may be expected the allied bodies have placed 
‘rather more emphasis on the accounting aspects of VAT. 
They have also added a special rider on the position of 
firms of accountants. . 

Commencing with a welcome for the opportunity to 
‘comment on the Green Paper, the accountancy bodies 
stress that proper planning and preparation are impossible 
in the absence of information on the tax rates and the tax 
ranking proposed for different classes of goods and services. 
They ask for the number of tax rates and more concrete 
information to be made known as soon as possible. 

The memorandum expresses concern at the prospect of 
VAT being introduced as early as April 1973. Since the 
detailed administrative provisions, under the authority of 
an Act of Parliament, are not planned to be ready until the 
early spring of 1972, barely twelve months will be left for 
business organizations to prepare for the tax to become 
operative, and this is the absolute minimum period needed 
.for adequate preparation. Any slippage in the time-table 
might prejudice the working of the tax. 

The accountancy bodies state that for maximum sim- 
plicity VAT should be applied at one rate to all taxable 
transactions, but it is recognized that this ideal is virtually 
unattainable, Consequently, they recommend that the 
. number. of operative rates should be kept to a minimum 
and, ignoring ‘zero rate’, suggest two for preference 
‘(standard rate and reduced rate), with perhaps the addition 
of an upper rate if absolutely necessary. Clearly the more 
‘rates there are, the more complexities there will be. 

Again on the matter of simplicity, the allied bodies 
-think that the ‘invoice’ system, which the Green Paper 
‘envisages, is more cumbersome than the ‘accounts’ basis 
by which tax is levied on the difference between a concern’s 
sales and purchases in each accounting period. They admit 
that the invoice basis seems almost inevitable in a multi- 
rate VAT system, but believe that for certain types of 
-organization (very small business, or those whose trans- 
actions fall mainly into one tax class) the accounts basis 
could be used; they urge that this possibility be studied. 
In any event, as a practical matter many persons in the 
. retail field will have to adopt the accounts basis to obtain 
periodical totals of taxable transactions. 
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Bearing in mind that VAT will affect many more persons 
than the present excise tax system does, a system of 
independent tribunals is suggested, on the lines of the 
General and Special Commissioners who operate in the 
field of taxes on income. In administering the tax, attention 
to normal commercial and accounting practices is ad- 
vocated. On this point, which involves determining the 
point at which VAT becomes leviable, the allied bodies 
are less specific than the Institute of Taxation which 


recommended that the date of the bill (or the date of 


payment where there is no bill) should be the governing 
date. - 

The problem of company groups is mentioned, of 
course, and tax-free movement of goods and services 
within each group is recommended. Equality of treatment 
as between payments to and by the Department of Customs 
and Excise is also urged. In other words, just as there will 
be rules to determine when VAT is payable, so there 
should be similar rules to govern refunds. 

Dealing with the responsibility for the accuracy of VAT 
returns, the allied bodies place this firmly on the taxable 
person, or the appropriate officer in the case of corporate 
bodies. They do not wish VAT returns to be subject to 
formal regular attestation by independent accountants, 
either quarterly or annually. Nevertheless, they state that a 
person should be able to appoint his professional advisers 
as his agents in VAT matters, and that the Department 
should recognize such advisers as agents when they are 
appointed. A six-year time. > limit for making i GEES is also 
suggested. 

The accountancy bda believe that VAT should be 
assessed on the invoiced value of goods or services 


‘before deduction of allowances or discounts for prompt 


payment. This is for the purpose of simplicity. They 
assume that returnable containers, if subject to VAT, will 
be allowed as taxed inputs when returned and credited. 
In the case of bad debts, they assume that there will be a 
VAT credit in respect of amounts written off, and submit 
that specific provisions for bad debts should also rank for 
VAT credit, to avoid payment of VAT on uncollectable 
outputs. 

For goods on consignment, it is submitted that VAT 
should not accrue until ownership passes. In the case of 
hire-purchase or extended credit sales, the payment 
of instalments should govern the taxing point, so 
that the trader does not have to finance tax on future 
instalments. 

The memorandum requests a minimum use of the 
powers (envisaged in paragraph 3.13 of the Green Paper) 
for assessment of a notional value for VAT, since such 
assessments will raise problems of valuation as well as 
administration. It also hopes that analysis of the tax on 
inputs over different rates will not be required. 

Concerning the overlap of purchase tax and VAT, the 


allied bodies point out that since most traders make up 


their accounts to December 31st or March 31st, many 
stocks at those dates will be audited. Consequently, it is 


to bear VAT on ‘taxable 
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possible to work forward or backward from an ascertained 
stock figure to that held at the start of VAT. The Councils 
of the bodies would ask their members in appropriate 
cases to attest the ‘book stock’ at VAT day, arrived at in 


this way. 


The memorandum suggests a VAT exemption limit of 
£,5,000 or less for practising accountants, with an option to 
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renounce exemption. It also suggests that fees charged by 
non-accounting firms for accountancy-type services should 
be subject to VAT. 

Inevitably the allied bodies are constrained by lack of 


concrete information on the precise details of VAT, and it 


early date. 


is to be hoped that the Government furnish this at an 





CURRENT AFFAIRS 


Zero-Rating for Professions 


STRONG case for the zero-rating to YAT of professional bodies has been 
made to the Chancellor of the Exchequer by the six principal bodies of 


accountants in the United Kingdom. 


Apart from admission fees and membership subscriptions, the accountancy 
bodies’ principal sources of income consist of student and examination fees, 
course fees, and the sale of publications. These are all related in various ways 
to education, training, assessment of professional competence and advance- 
ment of the art and science of accountancy, so that unless it is the Government’s 


intention to impose a tax on knowledge, 
these matters should not be treated 
as taxable transactions. 

Admission fees and membership 
subscriptions, it may be thought, can 
hardly be regarded as payments for 
consumer services. Professional bodies 
are distinct in several important re- 
spects from trade associations or 
trade unions; for instance, they do 
not seek to impose a closed shop in 
respect of the provision of goods or 
services, they do not regulate or 
fix fees for their members’ services 
and ~ as membership commonly 
includes both employers and em- 
ployees — they are precluded from 
intervening in industrial relations. 
There is compelling evidence that the 
professions’ high standards of tech- 
nical competence and ethical conduct 
have been of great benefit to the 
community at large. 

If professional bodies were required 
inputs’ 
included in their expenditure, they 
would be obliged to increase member- 
ship and examination fees ~ which, 
it has already been argued, should not 


themselves be subject to the tax,- 


‘or drastically to restrict the scale of 
their activities. If it is accepted that 
the income of professional bodies 


‘should not be subject to the tax, 


they should likewise be relieved of 


VAT on their taxable inputs; that is, 
they should be zero-rated. 

The accountancy bodies’ submis- 
sicns suggest that the number of 
organizations involved would be small, 
ani the amount of revenue involved 
modest. The benefits to the bodies 
concerned and to the public interest, 
on the other hand, would be con- 
siderable. 


Corporation Tax Reform 


NE of the less popular features of 

the present system of United 
Kingdom corporation tax is its inbuilt 
discrimination against distributed 
profits. The Government’s proposal 
to reform the present structure of 
the tax to remove this discrimination 
is one feature which is welcomed in a 
memorandum from the allied ac- 
countancy bodies to the Chancellor of 
the Exchequer, reproduced in full on 
other pages of this:issue. 

A continuing point of difficulty is 
that the practice of relating distri- 
butrons to profits by reference to the 
date of payment of dividends, whilst 
no doubt administratively convenient, 
conficts with the accepted commercial 


praczice of associating dividends with 
the profits of the period out of which 


they are declared. Recognizing that it 
is reasonable to provide a cut-off 
date for this purpose, the accountants 
suggest that dividends paid during a 
period of eighteen months from the 
accounting date should be capable of 
being related to the profits of the 
period ending on that date if they are 
so related for accounting purposes. It 
is also proposed that a carry-back 
period of six years should be available 
when distributions in excess of current 
profits are made out of profits pre- 
viously earned. 

The memorandum welcomes the 
anticipated lessening of the admini- 
strative burden on close companies, 
but points out that the Government’s 
proposals may bear more harshly 
on those companies which for good 
reason do not pay dividends than does 
the present system. It is also regretted 
that the proposals appear to continue 
the present discrimination against 
distributed profits of companies, a 
substantial proportion of whose income 
arises overseas. 

The Green Paper on corporation 
tax reform was considered in a 
leading article in The Accountant 
for April 8th and, as we then said, 
the decisian to publish these proposals 
as a basis for discussion with in- 
terested parties is welcome. The 
allied accountancy bodies’ memoran- 
dum to the Chancellor represents, in 
fact, a wide cross-section of profes- 
sional opinion. | 


Prospects for. 
Computer Bureaux 


CCORDING to a recent survey 
conducted by Allied Marketing 


Services of London, computer bureaux 


and data preparation service organiza- 
tions have an encouraging foundation 


on which te build a promising future. 
It would appear from the survey 
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‘that 5-10 per cent of British computer 
users are already wholly contracting- 
out routine accounting procedures and 
payroll work, which could be in- 
creased to as much as 25-30 per cent 
on an occasional and seasonal basis. 
Indeed, more than 60 per cent of 
Britain’s computer users’ organiza- 
tions — governmental and commercial 
~ employ external facilities for data 
preparation and for other computer- 
based services. Although most 
computer users who employ outside 


services do so on an occasional or 


seasonal basis only, it would seem that 
13 per cent of Britain’s user organiza- 
tions apparently employ outside 
services almost continuously ; these re- 
quire a wide range of ancillary services 
such as computer time hire and pro- 
gramming, and complete processing 
applications, in addition to data prepa- 
ration and program punching. 

For those who are concerned with 
the rationalization of the use of 
computers in the UK, the extent to 
which outside facilities are being 
used for routine accounting pro- 
cedures must be encouraging and 
indicative of accounting procedures 
being either highly standardized al- 
ready, or amenable to a high degree 
of standardization. This should leave 
more internal resources available for 
applications which are not so stand- 
ardized, such as operational research, 
research and development, and market 
simulation models. 


Going Metric 


OR over a century there have been 

periodic proposals that Britain 
should adopt the metric system of 
weights and measures, as well as a 
system of decimal currency. It is no 
doubt fair to say, that had it not been 
for the fact that the USA still uses the 
so-called imperial system, Britain 
would long ago have gone metric. 

The Metrication Board has just 
published the first issue of a new 
quarterly bulletin, Going Metric, ob- 
tainable free of charge from the 
Board’s Kingsway offices. The first 
issue draws attention to the extent to 
which the metric system is already 
in use in Britain, and reminds its 
readers that the Docks and Harbour 
Authorities’ Association proposes to 


introduce a metric basis for dock- 


charges as from January next year. 
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Jerusaiem Conference 
on Accounting 


LL qualified accountants, members 

of associated professions and their 
ladies are eligible to attend the 
Jerusalem Conference on Accountancy 
which (as previously noticed in The 
Accountant for December roth, 1970), 
is to be held from October 24th to 
28th under the chairmanship of Dr 
I. E. Nebenzahl, State Comptroller 
of Israel. Mr J. P. Landau, F.C.C.A., 
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a Past President of The Association 
of Certified Accountants, is one of the 
vice-presidents, and among those who 
are to address the conference are 
Dr James M. S. Risk, B.coM., PH.D., 
C.A., F.C.W.A., J.DIP.M.A., F.C.1.S., Presi- 
dent of The Institute of Cost and 
Works Accountants, and Professor 
Edward Stamp, M.A., CA Other 
speakers include Mr L. Spacek, c.p.a., 
senior partner of Arthur Andersen & 
Co, Chicago; Professor M. Schiff, 
Chairman, Department of Accounting, 
University of New York; and Dr I. 
Kleerekoper, of Holland. 

The conference subjects will include 
“The educational and training require- 
ments of the accountant of tomorrow’, 
“The universality of the ethics of the 
accountancy profession’, ‘Accountancy 
and auditing problems of international 
enterprises’, and “Taxation of non- 
residents in Israel’. The ladies’ pro- 
gramme will include a tea-party given 
by Mrs Nebenzahl, a tour of arts and 
craft centres in Jerusalem, a fashion 
show, and a visit to a social institution 
in Jerusalem. 

Conference registration fees are 
$75 for participants and $45 for ac- 
companying persons, inclusive of all 
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conference activities, publications and 
lunches for participants during work- 
ing sessions. The official address for 
all inquiries in the United Kingdom is 
Jerusalem Conference on Accountancy,- 
315 Oxford Street, London Wr (o1- 
499 3651). 

For the benefit of those who may 
wish to combine participation at the 
conference with a holiday in Israel, 
alternative 7- and 14-day itineraries 
(departing from London on October 


. 24th in each case) are available, and 


further details may be obtained from 
the same address. 


Benefits of 
Early Retirement 


ROPOSALS to restrict the alleged 
‘abuse’ of National Insurance re- 
tirement benefits by former executives 
who retire on occupational pensions 
at the age of 60 rather than 65 have 
been dropped by the present Govern- 
ment. As reported in The Accountant 
for April gth, 1970, the prevous 
administration proposed limitations 
on the National Insurance benefits of 
those in receipt of an occupational 
pension exceeding {15 per week. 
Whilst there will be no limitation 
of benefits — which may amount to a 
present maximum of {15-10 weekly, 


increasing to £16-70 weekly on Sep- 


tember 2oth, in addition to the oc- 
cupational pension — the authorities 
are likely to take a stronger line on 
what constitutes ‘suitable employ- 
ment’. 

For the early retirers, it has been 
argued that they are less interested 
in many cases in qualifying for 
unemployment benefit than in re- 
ceiving National Insurance stamp 
credits, since they are not permitted to 
opt out of the present scheme before 
the age of 65. A proposal which would 
have allowed early retirers to cease 
payment of National Insurance con- 
tributions in return for a reduced 
State pension at age 65 was defeated 
in Parliament last May. 

The previous proposals, which took 
no account of other abuses or of means 
other than occupational pensions, had 
already been attacked as highly dis- 
criminatory, and their withdrawal 
has been welcomed by a number of 
professional associations. 
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The Golden Greeting 


CHARTERED accountant who 
was paid for giving up his practice 
in order to become a managing direc- 
tor need not pay tax on that payment. 
Mr C. L. Arundale, F.c.a., had 
been a chartered accountant since 
1937, and from 1940 was a partner 
in Mellor, Snape & Co, of Man- 
chester and elsewhere. In 1946, he 
met a Mr Lowe with whom he became 
a close personal friend. After the 
death of Mr Lowe’s father in 1960, 
Mr Lowe found himself with three 
companies to control and separate 
businesses to manage, and on Mr 
Arundale’s advice he formed a holding 
company of which he owned all the 
shares save three. The two made 
strenuous efforts to find senior man- 
agement to assist but were unsuc- 
cessful. Eventually, Mr Lowe asked 
the taxpayer to join him. 
At first Mr Arundale refused. 
He was then 47, a senior partner in 


his own firm and had family commit- - 


ments. In the end, however, he 
agreed to move only if his status was 
comparable to Mr Lowes and a 
stake in the holding company was 
provided for him. 

The tripartite agreement between 
the taxpayer, the company and Mr 
Lowe provided that the taxpayer 
would take up full-time employment 
with the company at a salary of 
£5,500 a year, subject also to a 
restrictive covenant, which read: ‘In 
consideration of Mr Arundale under- 
taking to serve the company as afore- 
said, Mr Lowe shall forthwith after 
the execution of this agreement trans- 
fer to Mr Arundale 4,000 of Mr 
Lowe’s shares in the company’. 

Those shares, worth £7,000, were 
duly transferred, and the Revenue 
assessed Mr Arundale to tax under 
Schedule E, on the footing that the 
shares constituted an emolument of 
the employment. However, the Special 
Commissioners allowed the taxpayer’s 
appeal, holding that the transfer, 
although connected with the taxpayer’s 
proposed employment, was not some- 
thing in the nature of a reward for his 
future services. 

Dismissing the Revenue’s appeal 
to the High Court, Mr Justice 
Megarry said that, the core of the 
case was the word ‘therefrom’ in the 
words of the charging section: ‘1. 
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Tax under this schedule shall be 
charged in respect of any office or 
employment on the emoluments there- 
Erem gh 

T'he judgment of Mr Justice Upjohn 
(as he then was) in Hochstrasser v. 
Mayes (36 ATC 356), showed that to 
be ‘emoluments’, the payments must 
be made in reference to the services 
of the employee rendered by virtue 
of his office, and they must be some- 
thing in the nature of a reward for 
those services. Either the emolument 
was within ‘therefrom’ or it was not. 
The question was primarily one of 
fact and one of the cause or con- 
nection with the employment. 

The Crown had argued that it was 
conclusive that the transfer was in 
consideration for the undertaking to 
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serve. But consideration and causation 
were by no means identical. The 
payment must be linked to the ser- 
vices not by word but by reality. It 
was relevant that there was an out- 
and-out transfer for entering into a 
contract to render services some time: 
ahead; the taxpayer might have died. 
in the interim period. A professional 
man who abandoned his practice in 
middle life was most unlikely to be 
able to resume it later. 

With these considerations in mind, 
there was ample evidence for the 
Commissioners’ conclusion. It was 
not for the taxpayer to establish that 
the shares were a free gift but rather 
for the Crown to show that they were 
an emolument within the statutory 
language. 


More on Sale and Lease-Back 


eran the repercussions 
of the Austin Reed case (The 
Accountant, June 24th), it was in- 
dicated that amending legislation 
would be introduced, probably in the 
1972 Budget, and that such legislation 
would be retrospective to June 21st, 
IQ71I. 

The Government’s intentions in this 
matter were made clear on Wednesday 
of last week by the Financial Secretary 
to the Treasury (Mr Patrick Jenkin) 
in reply to a question from Mr 
Kenneth Baker, m.p. The full text 
of Lis statement is as follows: 


‘During the committee stage of the 
Finance Bill a number of my hon. 


friends ‘expressed their concern about 


scme recent developments in the tax 
treatment of payments and receipts 
under certain lease-back arrangements. 
I undertook that, as soon as possible, I 
would indicate the form of the legis- 
lation which I announced on June 
22nd would appear in next year’s 
Finance Bill. 
‘I will deal first with arrangements 
- ertered into after June 21st, 1971. The 
legislation will be concerned primarily 
with cases in which an existing tenant 
of business premises disposes of his 
lease for a lump sum and the premises 
ar2 then sub-leased back to the 
proprietor of the business at a rent 
which, although no greater than the 
present-day commercial rent, is in 
excess of the rent paid under the 


original lease. I have now decided that 
it will be sufficient to confine the 
legislation in general to cases where, 
assuming the arrangements to be at 
arm’s length, the unexpired term of the 
original lease at the time of the lease- 
back transaction is for a period not 
exceeding 50 years and the period for 
which the premises are leased back 
to the tenant is r5 years or less. These 
time limits mean that the legislation 
will apply to fewer cases than en- 
visaged in my statement during the 
committee stage debate. 

‘Special provisions will be necessary 
to deal with cases where the sub-lease, 
although for more than 15 years, 
provides for the increased rent to be 
concentrated wholly or mainly in the 
first 15 years, or less, of its term. We 
shall also have to deal specially with 
other arrangements whereby, in return ` 
for a lump sum not constituting an 
income receipt, increased payments 
come to be payable for the con- 
tinued occupancy of business premises 
and those payments might be claimed 
as wholly or partly deductible’ in - 
computing profits. 

‘One example would be a case in 
which rent under an existing lease is 
increased in consideration for a lump- 
sum payment from the lessor to the 
lessee. Another example would be a 
case in which an existing lease of 
business premises is sold for a lump 
sum and the premises are sub-leased 
back for the unexpired term of the 
original lease for a premium, part of 
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which is claimed as a trading expense. 
The legislation will also apply, with 
any necessary modifications, to all 
lease-back arrangements where the 
increased rent is claimed as a deduction 
or expense for tax purposes. 
‘As I said on June zznd, there are 
two possible forms the legislation 
. might take and, before I make up my 
my mind between them, I hope that 
those concerned with these matters 
. will take advantage of the opportunity 
I am giving them of considering these 
alternatives carefully and letting me 
know their views on them. I should 
like to have them by Cctober rsth. 
‘Under the first alternative, the 
lump sum received by the vendor of 
the original lease would be treated as a 
capital sum in his hands but would be 
explicitly exempted from capital gains 
tax. The rent payable under the sub- 
lease, after any disallowance required 
by section 491, Income and Cor- 
poration Taxes Act 1970, would be 
apportioned: a proportion of each 
rental payment would be disallowed 
in such a way that the aggregate 
disallowance over the whole term of the 
sub-lease, would equal the sum paid by 
the purchaser for the criginal lease. I 


shall be prepared to adopt whichever - 


method of apportionment between 
income and capital would be most 
favourable to the taxpayer. The amount 
thus apportioned as capital would not, 
of course, be treated fcr tax purposes 
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as income in the hands of the recipient. 

“The second alternative would de- 
clare that the lump sum paid for the 
purchase of the original lease is partly 
taxable as income; the taxable part 
would be computed by deducting 
from the lump sum _ one-fifteenth 
part of it for every year, after the first, 
of the term of the sub-lease. “Top- 
slicing” relief would be available. 
Under this alternative the rent under 
the sub-lease would be allowable as a 
deduction subject only to any dis- 
allowance required by section 491. 
For capital gains tax purposes, the 
rules applied to premiums taxed 
under Schedule A wouid be applied 
with the appropriate adaptations. 

‘I now turn to arrangements en- 
tered into before June 2and, 1971. 
These present a particular difficulty. 
On the basis of the recent decision of 
the Special Commissioners, the ad- 
ditional payments under such sub- 
leases would not be allowable for tax. 
This result, however well grounded in 
law, may work harshly and there is 
the further point that I understand an 
appeal against the decision is likely. 
Rather than have a long period of 
uncertainty, and to avoid any sug- 
gestion of retrospection, I propose that 
these cases should be dealt with on the 
basis that the rent will be allowable 
for tax and the whole of the capital 
sum will be regarded as within the 
charge to capital gains tax.’ 


Reform for Wall Street ? 


P development cf a national 
securities exchange would serve 
the interests of the investing public 
as well as the securities industry 
itself, concludes Mr William 
McChesney Martin in a study of the 
American securities market. 

Perhaps the key to his sweeping 
proposals for reform are to be found 
in his observation that the prime 
business of members of the stock 
exchange should be broking and 
dealing on behalf of the public at 
large and not primarily as subsidiaries 
of banks, insurance companies and 
other financial institutions. In this 
context he also recommends that 
brokers should disassociate themselves 
from any mutual fund operations 
with which they are connected.. 

Mr Martin propeses;a single market 
fer each listed security, although 
he ‘recognizes . that ‘the’ standards 


required before listing (i.e. quotation) 
were granted, could vary. Where 
securities are not listed, then they 
could be traded over the counter. But 
no stock should be both listed’ and 
traded over the counter. In seeking to 
give the investing public more say 
in the affairs of the stock market, 
he advocates a re-structuring of the 
NY Stock Exchange with members 
of the investing public including 
officials from quoted companies — 
largely replacing institutional repre- 
sentatives on a reduced board. 

Under his proposals it would be 
possible for London brokerage houses 
to become full members of the NY 
Stock Exchange if the London Ex- 
change granted similar privileges to 
American houses. Overseas members 
would, of course, be required to 
conform to American domestic stand- 
ards of practice. 
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Easing the Rate 
Burden... 
S a contributor writes on another 


page in this issue, the independ- 
ence of local government from central 


control can only be achieved by 


increasing the financial viability of 
local authorities. In a memorandum 
from the Rating & Valuation Associa- 
tion, The Modernization of Rating, a 
number of proposals are made to 
increase the yield of the rating system. 

Probably the most interesting — 
certainly the suggestion most likely 
to be welcomed by the domestic 
ratepayer — is the proposal that 
householders should be allowed their 
rate charge as a deduction in com- 
puting their income tax liability, as 
is the case with industrial and com- 
mercial occupiers. The Association 
criticizes the present indiscriminate 
relief to domestic ratepayers through 
the rate rebate system operated by 


local councils, and would replace it 


with supplementary benefit in the 
case of need. 

A lynchpin of the modernization 
plan would be a proper revaluation 
of rate hereditaments and this would 
have particular relevance to docks, 
nationalized industries and harbours. 
The Association is not satisfied with 
the valuations of licensed premises, 
caravan sites, theatres, race-courses 
and petrol stations, all of which are 
assessed on a profits basis. Not sur- 
prisingly, in view of the Association’s 
pioneer research into the practicability 
of site-value rating, it urges a large- 
scale government exercise involving 
under-developed and vacant sites. It 
also suggests further research into the 
use of capital values instead of the 
present rental values. To ensure a 
greater measure of buoyancy in rate 
revenues, the Association suggests a 
triennial valuation. 


Sen Or Site Value Rating? 


“TRONG support for the Rating 
and Valuation Association’s ‘plea 
for a government investigation inte 
the practicability of: site-value rating 
is given in a memorandum fromi the 
United Committee for the Taxation of 
Land Values- last week on the Green 
Paper on local: government finance. It 
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states that " the objections in the 
Green Paper (to site value rating) are 
the best that can be arraigned against 
SVR, then the way is open to real 
discussion of the subject, for these 
‘arguments’ can be shown to be 
‘without substance’. 

The argument in the Green Paper 
that development values are taxed 
through the capital gains tax is 
rejected by the committee on the 
grounds that SVR ‘is not and never 
was a means of collecting develop- 
ment value, since this is a very small 
part of increased land values let 
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alone existing land value which is the 
target of SVR’. The committee com- 
ments that the decision to rate vacant 
properties is, in effect, an acceptance 
of the principle of taxing the potential 
value of a site or property, and if the 
principle is accepted in one respect it 
cannot be used, as does the Green 
Paver, to reject the same principle 
in respect of all properties. 

-n particular, the committee is 
critical of what it sees as the con- 
fusion in the Green Paper over the 
possibility of taxing the development 
value of land for which redevelop- 
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ment is denied by law. In that case, 
states the memorandum, SVR would 
be restricted to the maximum. per- 
mitted development ‘value. In view 
of the fact that the rejection of SVR 
by a majority of the Simes Com- 
mittee — which reported on the 
subject in 1952 — was largely based 
upon the then recent introduction of 
the Town and Country Planning Act, 
the memorandum says the abandon- 
ment of that legislation now appears 
to have thrown the issue wide open. 
There may be a case for a new look 
at SVR. 
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Those Margina! 
Benefits 


by An Industrious Accountant 


WWE had reached the end of the agenda at our weekly 
accounts department meeting and so I asked if there 
were any last minute questions. In response, Frank, our 
internal auditor who’d been sitting with a noticeably smug 
expression throughout the session, dropped us bombshell. 
He'd been. offered another job — and, boy, what a job! 

He revealed the details with undisguised relish. He'd 
been interviewed a few times in recent months and this 
time he’d really clicked . . . chief accountant to a well- 
known electrical firm, a long-term contrect, a palatial 
office, a good pension scheme . . . what morz could a man 
want? 

The reward of virtue, I observed, honestly enough; 
the office manager proffered congratulations mixed with 
rather verbose tributes to his undoubted ability, devotion 
to duty, and so on. Costs was more down to earth: what 
about reimbursement of moving expenses, re asked. 

Frank was startled for a moment. He’d never thought 
of that, he confessed. Presumably his higher salary must 
bear the brunt; anyhow, it was a one-off item. But costs 


went on to recount a past experience of his own, with - 


disconcerting details of carrier-van removal charges, un- 
expected hotel expenses during transition, besides carpet 
and curtains, suddenly redundant, having to be sold at 
scrap prices. 

I hazarded that a responsible and employee-oriented 
boss should make a reasonable contribution, and recom- 
mended some diplomatic bargaining on a ‘normal modern 


procedure’ basis. Frank nodded thoughtfully, whereupon 
our departmental accountant asked if the post carried an 
automatic entertainment allowance. Newly appointed chief 
accountants, he pointed out, would need to establish 
professional contacts and maintain the usual business 
relationships; what expenses of this nature would: be 
refundable? 

This problem should surely work itself out, Frank said 
loftily; but I warned him it might work out the wrong 
way. When I came to my present job — admittedly in 
relatively Neolithic times by today’s standards — the 
principle was unknown locally. I dined out our auditor and 
bank manager, for example, entirely at my own expense — 
there was no question of reimbursement. 

Come to think of it, I moved house at my own expense, 
too. I must have been very green! 

After we'd pondered these not insignificant contin- 
gencies for a while, we inquired tactfully if there were 
any salary escalation provisions in his contract. Frank, 
less self-assured at this stage, said annual merit increases 
were spelled out, of course, that was really quite adequate 
on any normal basis. The theory was that he would move 
up from the scale minimum to maximum over so many 
years. 

On the face of it, we mused, the moves recognized 
improved efficiency, performance, and so on, stemming 
from increased experience; but what about the continuing 
upsurge in the cost-of-living index? Predictably the graph 
would rise steadily — what with entry to the EEC, inflation, 
etc., would he secure commensurate uplifts to his annual 
increments? Otherwise he could in theory double his salary 
while halving his standard of living! 

This suggestion sparked off an explosion of reminiscences 
and anecdotes, ranging from managing directors to pen- 
sioners, and noticeably not dripping with unshakeable 
confidence in the generosity of industrial magnates. 
Inquire about their recent amendments, we warned him; 
ask if they've agreed procedures with their staff; check 
that they’ve a positive future policy. 

Praemonitus praemunitus, warned the old Roman. 

Frank, now fully alive to possible breakers ahead, said 
he'd talk to them again. 
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Financing Local Democracy 


CONTRIBUTED 


ECAUSE mention of local government so often evokes 

thoughts of ‘parish pump’ politics, many citizens 
forget that local authorities in Great Britain spend some 
xX per cent of the national income — last year that was 
neatly £4,000 million. The much abused local rate 
contributes about 46 per cent to this massive outlay and the 
Exchequer meets the balance by grants. 

Since local government is responsible for the rapidly 
expanding and increasingly expensive social services, 
including education and housing, their expenditure 
has been growing cons:derably faster than the national 
income. By 1980 local government outlays could reach 
nearly £7,000 million, and all the talk of economy, plus 
elimination of waste and extravagance, will not reduce 
that figure significantly. Demographic factors alone, such 
as the rising population and the increasing proportions of 
old and young people in the population make such cost 
increases inevitable. In addition, since labour costs form so 
large an element in local authority budgets, it is not sur- 
prising that their expenditure has mounted so rapidly 
and will continue to outstrip the growth in personal and 
central government spending. 

Such is the sombre background to the long-awaited 
Green Paper, The Future Shape of Local Government 
Finance (Cmnd 4741, HMSO 30p) which reflects the 
Government’s thinking on this particularly intractible 
problem. While the analysis is impeccable, the Green 
Paper merely indicates the probable preferences of White- 
hall. It contains no new ideas, but then, it would be re- 
markable if it did: this particular debate has been going 
on for over half a century, with varying degrees of urgency, 
but with a consistent absence of new ideas. 

The Paper sets out the three obvious solutions to the 
problem of rising expenditure: first, rates could be allowed 
to rise to meet the increase in local outlays, with all the 
implications for domestic ratepayers this course would 
involve; second, Exchequer grants could be increased, 
both absolutely and relatively, to total spending so that 
within a decade they could cover nearly 70 per cent of 
total expenditure; clearly this is not a policy likely to 
commend itself to a government committed to reducing 
taxation, nor would it increase the already suspect in- 
dependence of local authorities. The third and final option 
must therefore be to find a new source of revenue buoyant 
enough to maintain the existing ratio of local resources to 
total outlays into the future. 

It is with the evaluation of the various possible sources 
of finance to meet this end that the bulk of the Green 
Paper is concerned. All the alternatives that have been 
discussed already, such as the local income tax, petrol 
duties, motor-vehicle Cuties, purchase tax or added value 
tax, are reviewed and in general rejected on various 


grounds — sometimes administrative, sometimes economic. 
In any case the Paper is surely right to differentiate between 
giving local authorities ‘a share in the proceeds of a central 
tax as opposed to making them free to fix their own rates 
for their own areas’. Merely to transfer part of the pro- 
ceeds of the purchase tax or petroleum duties is equivalent 
to an increase in grant money and there are surely less 
complex means of doing that. What the local authorities 
need, as the Paper observes, 1s a source of revenue which 
‘really adds to local discretion’ by allowing them to adjust 
the rate of tax according to their needs. 

Of all the various possibilities that are enumerated, a 
2 per cent charge on the payroll of local employers seems 
to be nearest the official heart. Since earnings tend to keep 
pace with the rise in costs, such an impost would produce 
a buoyant revenue, but the Green Paper considers that 
some periodic increases in the rate of levy would be 
needed. An obvious danger with such a tax is the possi- 
bility that some councils, if the rate of tax is within the 
discretion of the local council, would be inclined to exploit 
the employers. Furthermore, since the poorer authorities 
would tend to have higher charges than wealthier areas, 
such a tax would tend to operate against the needs of 
the Government’s policies for helping the development 
areas. 

The Green Paper devotes rather less space to a con- 
sideration of the basis of Exchequer grants, a problem 
hardly less intractible than that of alternative revenue 
sources. The Government clearly intends to persist with 
the block grants, seeking to limit the amount of funds 
allocated via specific grants to a minimum. The deter- 
mination of the amount of grant payable to local govern- 
ment, which has caused considerable dissatisfaction in 
local authority circles, is considered briefly, and reference 
is made to the possibility of a three-year provisional 
settlement of the grant total payable with annual payments 
‘more closely meshed in with the Government’s annual 
surveys of public expenditure’. 

A further element in grant determination raised by the 
Paper would involve regional variations in the rate charges 
on domestic and non-domestic hereditaments. The varia- 
tion need not be at the discretion of the local authorities; 
rather it would be based upon a simple formula to deter- 
mine the extent to which non-domestic rate poundages 
should be adjusted in relation to domestic poundages. 

In short, the Green Paper is a highly informative docu- 
ment which, while adding little to present knowledge, 
certainly reviews fairly and clearly the relevant issues. 
It does start from the basic premise, however, that the 
existing relationship between central and local government 
is right. Whether that is in the best interests of local 
democracy is another matter. 
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Company Contracts 


Legal Status of Secretary 


by IAN S. BLACKSHAW, F.R.S.A., Solicitor 


To what exient can a secretary contractually bind his company ? When the secretary has 
express authority to enter into a legally binding transaction on behalf of his company — 
under the articles of association, or by resolution of the board of directors — the position is 
comparatively straightforward. What of the case, however, where the secretary is 

claiming to have implied or ‘ostensible’ authority, virtute officii, for the transaction in 


T has been said that a secretary is ‘...amere servant... 

and no person can assume that he has any authority to 
represent anything at all, nor may anyore assume that 
statements made by him are necessarily to be accepted as 
trustworthy without further inquiry’ (per Esher, MR, in 
Barnett v. South London Tramways Co (1887) 18 QBD 815, 
at page 817). These dicta were approved by the House of 
Lords in the cases of George Whitechurch Ltd v. Cavanagh 
((1902) AC 117) and Ruben v. Great Fingall Consolidated 
((1906) AC 439) where it was held, respectively, that a 
company was not bound either by a false certification of 
share transfers or by the issue of fraudulent share certi- 
ficates by its secretary. l 

These cases must now be read in the light of the recent 
decision of the Court of Appeal (comprising Lord Denning, 
MR, Salmon and Megaw, LJJ) in Panorama Development 
(Guildford) Ltd v. Fidelis Furnishing Fabrics Ltd (115 Sol. J. 
483 and The Accountant, June 17th). What were the facts 
of what I shall subsequently call the Panorama case? 


Facts of the Panorama case 


The plaintiff company hired out motor-cars, and the 
secretary of the defendant company, purporting to act on 
his company’s behalf but, in fact, acting purely for his own 
private purposes, placed orders for hire cars to the tune of 
£570. The secretary subsequently was found out, pro- 
secuted and sentenced to imprisonment. 

The plaintiff company, in the circumstances, claimed 
that the defendant company was liable on the hiring 
contracts. However, the defendant company denied liability 
on the grounds that any hiring by its secretary was for his 
own purposes, not for the company’s business; and was 
outside the actual — confirmed by the managing director — 
and apparent scope of his employment. An action was, 
therefore, commenced in the Bloomsbury and Marylebone 
County Court, and the question for the Court, was simply 
this: which of the two innocent parties to the transactions 
should bear the loss occasioned by the secretary’s fraud? 
‘The County Court judge decided in favour of the plaintiff 
company, whereupon the defendant company went to the 
Court of Appeal. 


question ? 


Decision on appeal 


The members of the Court were unanimous in upholding 
the County Court judge’s ruling in the case. Lord Denning, 
delivering the judgment of the Appeal Court, stated that 
the hiring contracts were made with the defendant com- 
pany, upon whose standing the plaintiff company had hired 
out the cars. 

The learned judge referred to the remarks of Esher, MR, 
cited at the beginning of this article, and pertinently 
observed that they were made in relation to the Companies 
Acts as they stood in 1887. At the present day, a company 
secretary was a much more important person; he was an 
officer of the company with great responsibilities. A 
company secretary, Lord Denning continued, performed 
many important acts on behalf of a company; he was held 
out as having authority to sign contracts within a consider- 
able area of a company’s administration. Certainly, he said, 
this was so within the company’s internal administration; 
like office management, staff employment or hiring cars as 
in the present case. 

Lord Justice Salmon, in the course of a concurring 
judgment, stated that the secretary was ostensibly the chief 
administrative officer of the company. 

Lord Justice Megaw formally agreed with his brother 
judges. 


Conclusions 


The nineteenth century legal concept of the company 
secretary fulfilling ‘a very humble role’ (Barnett o, South 
London. Tramways Co, supra) has now been exploded by 
the decision in the Panorama case, to take proper account 
of the materially and, in some spheres, radically changed 
conditions in the commercial world of the second half 
of the twentieth century. His present-day legal status is 
now much less a matter of conjecture and, in this respect 
at least, the decision is surely to be welcomed. 

The Panorama case also affords a salutary illustration of 
the inherent capacity — obviously within certain bounds — 
of our case law to reform and renew itself from age to age. 
This process is what jurists frequently call ‘the organic 
growth of the common law’. 
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A Policy for Education 


and Training 


Proposals for Discussion 


The Council of The Institute of Chartered Accountants in England and Wales 
has presented the following proposals for study and critical consideration by 
members, and by others concerned with the education and training of future 


members of the Institute. 


The stated object of the proposals is to raise the standards of the Institute; 
they are not intended necessarily to set out a long-term pattern, but to indicate 
only the steps which must be taken at the present time to enable the Institute 


to keep abreast of changing conditions. 


The Council will welcome the submission of views by interested parties by 


October 7th, 1971. 


General pattern of education and training 


1. All entrants to the profession must have a sound educa- 
tional base for their professional studies. They will, therefore, 
either have taken a degree cr, after leaving school with ‘A’ levels, 
have followed an approved course of study of one academic 
year (in fact, a nine montks’ course). 


NOTE: 

it is intended that the present optional nine-month courses 
should be made compulsory from September 1972. From that 
date, time spent on these courses will net count as service under 
articles or a training contract. 


2. The professional phas2 will comprise an integrated pattern 
of education, training, experience and examination, to provide 
the entrant with the necessary knowledge and experience to 


` become a chartered accountant. 


Ss Those wishing to practise will first be required to complete 
two years’ post-qualifying experience in the office of a member 
in public practice. 


4. Tests of specialist knowledge and experience will be 
introduced at a post-qualifying level and, after a date to be 
determined, the award of Fellowship will be dependent upon 
success at such a test. 


Entry standards 


5. From July rst, 1971, the minimum entry standards provide 
for at least five passes at the GCE examination, including 
not less than two at ‘A’ level. 


NOTES: 


1. Preliminary certificates will continue to be issued until Septem- 
ber 30th, 1973, in accordance with current regulations to ap- 
plicants with six ʻO’ levels, provided that the necessary passes have 
been obtained at examinations held before August 1st, 1971. 


2. The following equivelent qualifications will continue to be 
recognized : 
(a) passes at any ‘standard in the Higher National Diploma or 
Certificate examination as the equivalent of "A level passes; 
(b) passes at 60 per cent or higher standard in the Ordinary National 
Diploma or Certificate examination as the equivalent of ‘A’ 
level passes; 


(c) passes and credit passes in the OND/C examination as the 
equivalent of ‘O' level passes ; l 

(d) passes at Grade | in a Certificate of Secondary Education 
examination as the equivalent of ‘O’ level passes. 

3. The general rule that passes in craft and technical subjects 
are not acceptable remains. With immediate effect, however, one 
of the following subjects will be acceptable: 

A level: Accounting. 

OD level: Accounting. 
Principles of Accounts. 
Book-kéeping. 
Commerce. 

4. The existing mature entry requirements providing for entry 
into articles (as well as other concessions) after ten years’ acceptable 
experience at an age of not less than 27 will continue. 


6. In recent years the number of graduates entering articles 
in each year has risen steadily until in 1970 it reached 1,095 
(i.e., 23 per cent of all entrants). Because an increasing number 
of able young men and women prefer to continue their education 
to first degree level both in universities and colleges for the 
degrees of the Council for National Academic Awards, this 
proportion can be expected to increase further. 


7. The Institute will also seek to encourage the development 
of sandwich degree courses of a professionally relevant character 
and will allow experience obtained under such arrangements to 
rank as recognized practical training in approved circumstances, 
which will provide for a flexibility of arrangements. 


8. To encourage graduates to enter the profession they will: 
(a) follow a shorter period of training than non-graduates; 


(b) be exempt from the one academic year (nine months) 
foundation course; 


(c) if they have graduated in professionally relevant subjects, 
be exempt from one or more papers in the first Pro: 
fessional examination. 


If they have not graduated in professionally relevant subjects, 
the Institute will seek to have special conversion courses made 
available to help them progress more easily to the first pro- 
fessional examination. ; 


Z AE ame mawe vanem = 


THE 
August 12th, 1971 


Professional education 


g. If the profession is to raise standards it is essential that 
entrants should receive substantial periods of full-time tuition, 
integrated with private study under tutorial guidance. Full-time 
oral tuition has steadily increased in both the private and 
public sectors. These trends are educationally desirable and more 
acceptable to entrants to the profession. 


ro. Thus the aim is the provision of courses of full-time 
tuition of three months’ duration before each examination, 
preceded by periods of private study under tutorial guidance. 


11. These courses may be provided in the public or private 
sector. In the public sector, polytechnics and other colleges 
will be invited to participate. 


12. To expedite this development the Council will encourage 
the provision of courses in both the private and public sectors 
and recognize certain courses as meeting the requirements set 
out above. Co-operation will be encouraged between tutors 
and those concerned with education and examinations at the 
Institute. 


Training and experience 


13. Experience and training in the office of a member in 
public practice will continue to be vital to the development of a 
chartered accountant. l 


Quality 


14. With the increasing diversity and complexity of work in 
a professional office it is unwise to assume that any experience 
in such an office will necessarily produce a good chartered 
accountant. The Council intends to produce a training guide 
indicating those areas which are regarded as essential and those 
areas which are regarded as desirable in the training of a 
chartered accountant. For example, it is intended that the guide 
will indicate the need for all students to undertake a short 
introductory and practical course of up to three weeks in dura- 
tion on first entering the office, whether in the firm or with a 
tutor in the public or private sector. 


15. A training record is being published and may be used by 
firms for an initial period on a voluntary basis. Once this has 
been adequately validated, it is intended to make its use 
compulsory. 


16. Where examination of the training record indicates that 
the training provided is not in accordance with the Institute’s 
guidelines, the principal will be advised and asked to indicate 
the steps he intends to take to remedy any general deficiency. 


17. As experience develops, the Council intends to satisfy 
itself that a principal can provide adequate training and ex- 
perience. The Council recognizes that this is a difficult area and 
intends fully to discuss proposals within the profession and to 
take the views of members into account before making them 
effective. 


Quantity 


18. The increasing range and complexity of an accountant’s 
work might appear to argue in favour of an extended period of 
training. However, the Council recognizes that it is impracti- 
cable to obtain experience of all aspects of an accountant’s 
work prior to qualification and has provided for this in, firstly, 
its proposals for post-qualifying tests of specialized knowledge 
and experience and, secondly, its proposals for a requirement of 
two years’ post-qualifying experience in the office of a member 
in public practice before a member may himself enter practice. 
Moreover, the more clearly defined structure will enable the 
requisite training and experience to be obtained more intensively 


‘than in the past. 
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19. Taking these factors into account, the period of the 
training contract should be as follows: 


Graduates of universities in 36 months — 

the British Isles and of the to include 6 months’ study 

CNAA leave and up to 4 months 
for holidays and illness. 


Non-graduates 48 months (excluding 9 
months’ course) — 
to include 9 months’ study 
leave and up to 5 months 


for holiday and illness. 


20. Thus if a student were to require the maximum periods 
for holidays and illness, actual experience would be: 


Graduates 26 months. 
Non-graduates 34 months. 


21. Where the student does not complete the requisite period 
of 26 months’ or 34 months’ practical experience within the 
training contract for any reason, he must do so before admission 
to membership. 


22. The provisions relating to transferability and secondment 
have still to receive consideration. 


Examinations 


23. Examinations must be seen as part of the education and 
training pattern, since what is examined largely determines what: 
is taught. The work of the chartered accountant has become so 
diverse and complex that it is impracticable, and indeed un- 
desirable, to examine each individual’s competence in every 
aspect. A way has to be found of reconciling the danger of 
encouraging a slight knowledge of many subjects with the need 
to cover adequately the range of knowledge expected of any 
chartered accountant. 


24. A draft syllabus was circulated for comments in October 
1970 and the appendix to this document sets out a revised 
syllabus which takes account of many of the comments re- 
ceived; it also pays regard to the intention that the nine months’ 
course, which covers such subjects as economics, law and 
statistics, will be compulsory from September- 1972. It is the 
intention that the examination papers should increasingly 
test understanding as well as technical competence. Further 
consideration is being given to indicating, for example, by way 
of illustrative reading lists, the depth of study expected in the 
various subjects. 


Referral 
25. A system of referral will be introduced in 1972. A can- 


didate who is successful in all papers except one (in which he is 
only a narrow failure) will be allowed to take that one paper 


again instead of resitting all papers. This system will lead to 


higher pass marks being required in each paper. 


Pattern of examination dates 
26. Examinations must as far as possible: 


(a) not take staff out of offices at times when work is at a 
peak and a wide variety of experience is available; 


(b) enable tutors to schedule courses on a practical basis. 
Dates which appear to meet these requirements are: 


First part: Early January and July. 

Second part: Early May and late November. 

Third part: Early January and July. ; 
These dates will be introduced in January 1974. Thus a 
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‘ student. commencing his training in October 1973 would 


D 


normally take examinations as follows (assuming first time suc- 
cess): dE 


Part Non-graduate Graduate 
First January 1975 July 1974 (if not exempt) - 
Second May 1976 May 1975 
Third July 1977 July 1976 


Transitional provisions 


27: Existing examinations will continue to be held for a 
number of years after the introduction of the new examinations. 
Details will be announced at a later stage. 


Post-qualifying education and training 
28. A range of post-qualifying tests of specialist knowledge and 


experience is to be introduced as quickly as possible. No decisions 


have yet been taken. By way of illustration, the initial coverage 
might be as follows: 


(a) Taxation (appropriate to the taxation adviser to an 
industrial or commercial firm as well as to the member 
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First Part Examination 
THREE papers each of three hours 


. ACCOUNTING I 


The nature and purpose of the accounting information system 
and its relation to the physical and financial activities of the or- 
ganization; the principles of double-entry book-keeping including 
journal entries, control accounts and ledger accounts for all 
types of transactions and with applications in manual, mechanical 
‘and electronic systems. 

The preparation, presentation and interpretation of final 
accounts of sole traders, partnerships, companies and non- 
profit making bodies; preparation of accounts from incomplete 
records; branch and departmental accounts. 

The main conventions used in preparing final accounts, the 
purpose of these conventicns and the limitations imposed by their 
use; depreciation, stock valuation, provisions, distinction 
between capital and revenue. 

Institute recommendations on accounting principles and 
statements on standard practices. 

Requirements of the Companies and Partnership Acts in 
relation to accounts. 


Law | 

Contract: the formation of an enforceable contract; form and 
consideration; capacity of parties; vitiating. elements with special 
reference to mistake, misrepresentation, undue influence and 


illegality; privity of contract; assignment of a contract; dis- 


charge of contract; remedies for breach; quasi-contract. 


Sale of goods: the formation of the contract; subject-matter _ 


and price; implied conditions and warranties; transfer of property 
as between seller and buyer; transfer of title to third parties; 
duties of seller and buyer as to performance; remedies for 
breach including unpaid seller’s rights against goods. 
Agency: creation and termination; relationship of principal 
and agent to each other and to third parties; special forms of 
agency. ` 
Suretyship and guarantee: general nature of the contract of 
guarantee and distinction from indemnity; requirement of signed 
writing; extent of liability; discharge of surety; revocation. 
Hire-purchase: the rights and obligations of the parties under 
hire-purchase, credit and conditional sale agreements. 
_ Negotiable instruments: definition of bills of exchange; 
“essentials of valid bills; acceptance; capacity and authority of 
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in practice), including compulsory papers on personal 
tax, tax on capital gains, estate duty and corporation tax; 


(b) Accounting, auditing and investigations; 


(c) Management information systems, data processing and 
management mathematics; 


(d) Financial management, planning and control. 


This list is not intended to be exhaustive: for example, in- 
solvency might be a suitable early addition. 


29. As soon as a sufficiently wide range of tests is established 
and validated, a date will be announced after which progress 
to Fellowship will be dependent upon success in one of these 
tests. Consideration will also be given to the place of the Joint 
Diploma for Management Accounting Services and other 
accounting qualifications. 


Junior qualification l 

30. Study is continuing of the feasibility of providing educa- 
tion and training for junior accountancy staff outside member- 
ship of the Institute. - 


_ Syllabus for the Three Parts of the Institute Examination 


parties; consideration; negotiation and negotiability; duties of 
the holder and liabilities of parties; discharge; cheques; difference 
between cheques and other bills; crossed cheques; protection of 
bankers; relationship of banker and customer; promissory notes. 

Insurance: the principles of insurable interest; good faith and 
indemnity; misrepresentation; conditions and warranties; sub- 
rogation and contribution; assignment of policies. 

Bankruptcy: definition and objects of bankruptcy; acts of 
bankruptcy; property available for distribution; distribution of 
property; effect of bankruptcy on antecedent transactions. 

Partnership: definition; creation; rights and duties of partners 
and relationship inter se and with third parties; dissolution. 

Company law: effect of incorporation, its advantages and dis~ 
advantages; limited and unlimited liability; public and private 
companies; memorandum and articles; types of share capital; 
loan capital secured and unsecured; management; effect of 
appointment of liquidator and receiver. 

Trusts: general nature of a trust and relationship of trustees 
and beneficiaries; the appointment, retirement and removal of 
trustees; the powers and duties of trustees; the administration 
of a trust; breach of trust and liabilities of trustees; remedies of 
beneficiaries for breach of trust; Trustee Investments Act 1961; 
investment of trust funds. 


NOTES: 
The paper will be divided into two sections, A and B. 


Section A will be compulsory and will contain three or four 
questions on selected topics from which the candidate will be 
required to answer two. Questions will be in problem form, re- 
quiring the candidate: 

(i) to analyse the facts in order to determine the problem area; 

' and 

(ii) to write a reasoned answer using the relevant rules of law in 
arriving at a conclusion. 


Section B will deal with those topics in the syllabus not covered 

` by the questions in section A. They will be set in the same form as at 
present but it should be possible later to use objective type ques- 
tions. A choice of questions will be offered. : 


SYSTEMS AND DATA PROCESSING 


Office methods; office equipment; mechanical and electronic 
accounting machines; punched cards; paper tape; magnetic 
tape;.computer and peripheral equipment; software. 

Elements of information systems of all kinds; input, processing 
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and output; objects and methods of systerrs analysis; flow- 
charting; principles of systems design; interne] control; system 
specifications; principles of programming; documentation ; 
control of installation projects. 

The basic principles involved in the selection and use of 
different kinds of equipment. 


NOTES: 


This paper deals with: 
systems implementation; 
equipment. 


Questions will be designed to test the following: 


1. Understanding of principles of evaluation of systems from the 
standpoint of: 


(a) operating efficiency ; and 
(5) internal control. 


2. Understanding and application of systems techniaiies (eo, 
flow-charting, forms design). 


3. Understanding of the characteristics of business equipment of 
all kinds. 
4. Understanding of commonly-used terms. 


The understanding required in connection with business equip- 
ment is limited to an appreciation of the furctions which the 
equipment performs. No technical knowledge is required. 


systems analysis; systems design; 
data processing and other business 


Second Part Examination 


‘THREE papers each of three hours 


ACCOUNTING II 


Syllabus for Accounting I but with questions at more advanced 
level together with the following: 

Purpose and preparation of consolidated accounts. 

Accounting for partnership formation, changes and dissolution; 
treatment of goodwill. 

The accounts of executors, administrators ar.d trustees other 
than trustees in bankruptcy excluding equitable apportionments. 


TAXATION | 


The law and practice of income tax and surtax (other than in 
relation to corporations) including: 

The administration of UK income tax and surtax; procedure 
for making and adjusting of assessments and repayment claims 
including appeals; payment of tax and interest on overdue tax; 
tax reserve certificates. 

Persons assessable; statutory income;. deduction of tax at 
source and methods of accounting therefor; Schedules A, B and 
C. Schedule D, Cases I, IJ, II, IV, V and VI; Schedule E 
including PAYE system and benefits; computation of capital 
allowances as they affect individuals and partnerships; taxation 
of partnerships composed entirely of individuals; treatment of 
losses; changes in accounting date; pension schemes and re- 
tirement annuities. 


NOTES: 
Questions will not be set on double taxation relief. 


Candidates will not be expected to quote statutory references and 
the names of cases but will be expected to have a knowledge of the 
principles involved, 


AUDITING Í 


The nature and purpose of audits. 

Different types of audit. 

The appointment and removal of auditors anc the source and 
scope of their powers and duties generally and with particular 
reference to the Companies Acts. 

Object, form and contents of audit reports. True and fair 
view. 

Analysis and evaluation of the accounting systern and the system 
of internal control, including the use of flow chars. 

Audit programmes, working papers, internal control question- 
naires, letters of representation. 
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Interim and final audits. 

Test checks, examination in depth, vouching and verification, 
extension of checks to cover weaknesses, reports on weaknesses. 

Institute recommendations on accounting principles and 
statements on auditing and on standard accounting practices. 


Third Part Examination 


Four papers each of three hours 


ACCOUNTING II] 


Syllabus for Accounting II with questions at a more advanced 
level, but excluding the accounts of executors, administrators 
and trustees, with the addition of the following: 

‘Treatment of taxation in accounts of companies. 

Problems of foreign currency and exchange. 

Presentation of annual reports and accounts of companies and 
other corporate bodies. 

Flow of funds statements; interpretation of accounting and 
other financial reports and accounting ratios; problems of 
changing price levels. 

The valuation of businesses, shares in companies, and other 
interests; problems of capital structure, financial gearing, invest- 
ment, dividend policy; financial arrangements in mergers, 
acquisitions and reconstructions; sources of finance and their 
characteristics. 

Company iaw relating to the foregoing matters and more 
generally in relation to the work of an accountant. 


"TAXATION II 


Syllabus for Taxation I, with the addition of the following: 

Taxation of corporations including: 

Adminstration, assessment and collection of corporation tax; 
computation of profits; treatment of capital allowances and 
charges; relief for losses including group relief; company dis- 
tributions; special provisions relating to close companies; income 
tax in relation to corporations. 

Law and practice of the taxation of capital gains of individuals 
and corporations. 

Double taxation relief and relief for overseas taxes for in- 
dividuals and corporations. 

Simple problems in tax planning for individuals and cor- 
porations. 


NOTE: 


Candidates will not be expected to quote statutory references and 
the names of cases but will be expected to have a knowledge of 
the principles involved. They will mot be expected to know the 
detailed provisions of double taxation agreements. 


AUDITING II 


Syllabus for Auditing I with the addition of the following: 

Legal duties, rights and responsibilities of auditors. 

Sampling, including the applications of statistical methods to 
deciding the size of samples, the selection of items, and the 
significance of errors. 

Relevance of post-balance sheet events. 

Group accounts. 

Reports for prospectuses and profit forecasts. 

Statutory inspections; investigations of all kinds; 
thereon. 

Problems of particular types of business and organization. 


reports 


MANAGEMENT ACCOUNTING 


The organization of management information systems; the 
relation of these to management structures and objectives and to 
organizational problems; the compilation, presentation, inter- 
pretation and analysis of management information for use in the 
creation of policy, in short- and long-range planning and in 
the control of the execution of this at all levels of the organization 
and in all aspects including production, marketing; financing and 
investment. 

Elements of cost; job, batch process, and ee types of costing; 
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the collection and recording of cost data; preparation of budgets 
and cost statemėnts; the basic concepts and methods of budgetary 
control" and standard costing; analysis and interpretation of 
variances; responsibility centres; control by exception; methods 
of cost allocation and their uses and limitations; marginal (direct) 
costing; break-even analysis; the effect of costing methods on 
inventory valuation; problems of motivation; transfer pricing. 
Management objectives; principles of capital budgeting and 
long-range planning, including the use of discounted cash flow 
methods; capital gearing; dividend policy; risk and uncertainty; 
price-level changes; the management of working capital. 
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Principles of cost analysis for optimal decisions on such 
matters as prices, output levels, choice of product, factory loca- 
tion, leasing or buying, replacement of assets, with particular 
reference to the concept of opportunity cost and its applications 
in various circumstances. 

Basic concepts involved in the use of statistics and probability 
in management decisions; sources of the main published statistics. 
The manipulation of advanced statistical techniques is not 
included. 

Use of concepts and methods covered by the syllabus in systems 
and data processing. 


The Accounting World 


Topics of Professional Interest from Other Countries 





CANADA 


Tax Foundation’s Deficit 


HE incoming Chairman of the Canadian Tax Foundation, 

Mr Frank T. Denis, c.a., is looking forward to the time when, 
with Canada’s tax reform dust settled at last, the Foundation 
can get on with its primary task of research. 

A major problem, reported The Canadian Chartered Ac- 
countant recently, is one cf finance, for the Foundation has 
recorded its second deficit in two years. Mr Denis sees no likeli- 
hood of grants from the private or government sector and he 
prefers, it this way. It is important to maintain the support by 
members, comprising 4,277 individuals and 438 corporations, 
154 of the former and 18 of the latter having joined in 1970. 

Plans are being made for a series of regional conferences on 
the new income tax legislation, plus a national conference at 
Vancouver in the fall, with an expected attendance of 2,000. 


Atlantic Acceptance and the Profession 


N the Atlantic Acceptance case [The Accountant, December 

roth, 1970], the holding company auditors revealed in their 
report their reliance on the auditors of the subsidiaries, after 
indicating to them that they would be doing so. This is in 
accordance with a professional standards bulletin issued by the 
Canadian Institute of Chartered Accountants after the crash, 
but prepared well before it. | 

The Lawrence Committee set up by the government for 
changes in the Ontario Business Corporations Act emphasized 
that reliance on the subsiciaries’ auditors should not derogate 
from the duty of the holding company auditors to express their 
opinion on the financial statements of the subsidiaries. ‘The 
Act now so states and gives the holding company’s auditor the 
right of access to the subsidiaries’ books. | 

While a special committee set up by the Canadian Institute 
in January 1967 recommended incorporating in the Canada 
Corporations Act exactly the same words as recommended by the 
Lawrence Committee, the amended Act, effective April rst last, 
gives the right of reliance but does not require the holding 
company auditors’ opinion on the financial statements of sub- 
sidiaries. Thus the profession, supported by the report of the 
international study group on this matter, does not yet concede 
full responsibility to the halding company auditor. 

-The Ontario Business Corporations Act requires, for public 


companies, an audit committee of the board of directors, as 
recommended by the Lawrence Committee. Such a committee 
of Atlantic could hardly have failed to realise that the company’s 
auditors were working in an impossible situation imposed by 
the company’s president. 

Writing recently in The Canadian Chartered Accountant, Mr 
W. A. Farlinger, c.a., concludes that, while making progress, 
the profession still has far to go in proving to the business 
community that it is in fact independent. He fears further 
inroads into the profession by the government if progress is not 
rapidly made. 


A National Obsession 


INCE the sweeping and controversial reforms proposed in 

1967 by the Royal Commission on Taxation, the great tax 
debate has become something of a national obsession with 
Canadians. Comment on the 1969 White Paper on tax reform 
has been predominantly critical; the Senate rejected a number 
of the White Paper proposals and the target date — January ist, 
1971 ~ for implementation of a new Income Tax Act came and 
went without Canadians even seeing the detailed bill. 

Despite all delays, Canada appears likely to have a new tax 
system within the foreseeable future, probably including some 
form of capital gains tax. Capital gains and losses will be com- 
puted by reference to a ‘valuation day’ figure, although the 
actual day chosen will be kept secret in advance, and the 
announcement made on the following day. 

Meantime, uncertainty about the exact form of the new tax 
law prevails. The intentions of the Department of Finance are 
still shrouded in secrecy, and the Finance Minister has given 
little indication of how the legislation mav differ from the White 
Paper proposals, 

(From our Canadian correspondent) 


HOLLAND 


Professional Co-operation 


N interesting venture in professional co-operation has been 
sponsored by the Nederlands Instituut van Register- 
accountants as part of the programme for ‘Accountantsdag 1971’. 
Under the title of “The right to assistance’, an accountant, 
an architect, a lawyer, a physician, an economist and a company 
director will participate under the chairmanship of a clergyman, 
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the Rev. N. K. van den Akker, in a discussion on the future of 
the free professions. 

An announcement from NIvRA stresses that the world of 
today presents many problems both to society and to the man 
who audits the business part of that society. Registered account- 
ants in Holland are at the moment particularly anxious about 
their professional future. 

This year’s Accountantsdag will be held in Utrecht on Novem- 
ber 4th, and its proceedings will be simultaneously translated 
into English, French and German. Accountants in other count- 
ries who may be interested in attending the Accountantsdag 
are invited to apply to NIVRA at Mensinge 2, Amsterdam zort, 
Holland. 


ISRAEL 


Reciprocal Facilities 


EMBERS of accountancy bodies in other parts of the world 

may be eligible for international associate membership of 
the Institute of Certified Public Accountants in Israel, according 
to a recent amendment in the by-laws of that Institute. Amongst 
the benefits of such associate membership will be the Institute 
publications, and the ‘right to attend seminars and conventions 
of the Institute. 

The Institute’s monthly accountancy journal is at present 
published in Hebrew, but it is proposed to have semi-annual or 
annual issues in English. 

The proposed membership fees for international associates 
are $50 on initial application and $30 at each annual renewal. 
Accountants who may be eligible for such membership and who 
wish to obtain further particulars are invited to write to the 
Institute’s co-ordinator in charge of international associate 
members at PO Box 29281, Tel Aviv, Israel. 


UNITED STATES 


Loans for Executives’ Cptions 


SURVEY by McKinsey & Co of 165 major United States 

companies has revealed that one in ten was making or 
seriously considering direct loans to executives, mostly for the 
purchase of company shares. In 1969 and 1970 banks began to 
call for increased collateral as the value of stock bought by 
executives through bank loans sank below the option price. The 
company then came to the rescue and in effect refinanced the 
loan, a dozen or so States amending their laws to permit loans 
to executives. Intervention by the Federal Reserve Board to 
make such loans subject to margin requirements, as if they had 
been made by a stockbroker, encouraged rather than discouraged 
the practice, by appearing to give it formal sanction. 

Writing recently in Dun’s Review, Mr John Perham quotes 
as an example of this competitive recruitment device the induce- 
ment offered when Mr David Scott left Colt Industries to 
become chief executive of the hard-pressed Allis-Chalmers 
Company; 40,000 treasury shares in the company in exchange for 
his promissory note for $1,035,000 at 5 per cent and until 1976 
for repayment of the principal. The most popular interest charge 
today is 4 per cent, two percentage points less than the commer- 
cial loan rate for prime borrowers. A few companies, including 
Ford Motor Company, have made loans quite interest-free, 
though companies in such circumstances run the risk of having 
to pay tax on imputed interest. Xerox Corporation last year 
listed $10 million as outstanding in company loans to 16 top 
executives, for the purchase of restricted stock at 50 per cent of 
the market value, interest being at 4 per cent and no repayments 
required until the loan matures ‘following death, approved 
retirement, termination of employment, insolvency or bank- 
ruptcy’, as the 1970 proxy statement says. 
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Precisely Wrong or Vaguely Right? 


S a profession, our first generally accepted principle should 
A be that the balance sheet must be in fact what it appears 
to be — a statement of the value of the enterprise, calculated by 
establishing the current or fair value of the assets and deducting 
debts’. Writing in the Financial Executive for June, Dr Howard 
Ross, c.a., Dean of the Faculty of Management of McGill 
University, and a Past President of both the Canadian and the 
Quebec Institutes of Chartered Accountants, argues that the 
proper value for an asset is the value at which it would be 
purchased in a transaction between reasonably willing parties. 
That the value is hypothetical should not worry us for the 
reasoning process involved is that of any purchaser or vendor. 

What we want, he says, is not statements prepared by 
identical technical procedures but rather with a common 
objective — to portray the current value of an enterprise as fairly 
as possible. Since intangibles at present get only casual and fitful 
attention, a balance sheet based on current values will not 
produce a net asset value per share identical with the market 
value. With new scientific techniques and improved computer 
facilities we should, as time goes on, be able to increase the 
possibilities of measurement to include such assets, at present 
not considered measurable. 

It is beyond belief, says Dean Ross, that we have adhered so 
long to such a patently inappropriate rule as ‘lower of cost and 
market’. Market is clearly what is required and, by using the 
rule, accountants surely are already accepting responsibility for 
establishing what market is. What is required in current value 
accounting is a FIFO inventory in the balance sheet, with LIFO 
in the income statement and the difference reflected in the net 
worth section of the balance sheet. 


SOUTH AFRICA 


Chartered Accountants’ Afrikaans 
Designation ! 


HARTERED Accountants (South Africa) — designatory 

letters ‘CA(SA) — now have the option of using the 
Afrikaans version of the title — namely ‘Geoktrooieerde 
Rekenmeester (Suid Afrika)’ ~ and the initials “GR(SA)’. 

This is authorized by the recent promulgation of The 
Chartered Accountants Designation Amendment (Private) 
Act No. 97 of 1971 by which the use of the designation or the 
corresponding initials, in either English or the Afrikaans version, 
is reserved to persons who are members of one or other of the 
four South African provincial Societies of Chartered 
Accountants. i 

The use of either version of the designation or initials by any 
person who is not a member of one of the provincial Societies 
or by any person who is unable to prove either that he is a 
member of one of the provincial Societies or, being a member 
cf a body of chartered accountants established outside the 
Republic of South Africa, is entitled to registration as an ac- 
countant and auditor in terms of the Public Accountants’ 
and Auditors’ Act 1951, is an offence punishable by a fine not 
exceeding R500. 


INDIA 





Cost Accountants’ New President 


e™ HRI K. K. DATTA, B.SC., F.C.A., F.C.W.A., F.LC.W.A., 

A.T.I.I., F.S.S., has been elected President of The Institute 
of Cost and Works Accountants of India for the year 1971-72. 
The new Vice-President is Shri Shyamal Banerjee, M.A., 
I.D.A.S., A.C.W.A., F.LC.W.A, 
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Management Information and Control 


New Methods of Working 


by R. D CROWTHER, F.C.A. 


Business enterprise is a continually changing field of activity, in which modern techniques 
in the technological sphere and in management control and administration need to be 


constantly appraised by management. 


Over the last few years, T. & A. Naylor Ltd, a family business employed in carpet 
manufacture and of which the author of this article is financial director, has invested 
considerably, both in capital and time, in the appraisal and development of appropriate 
techniques and innovations in an effort to provide a more viable product, more acceptable 
to their customers; the costs of production being effectively controlled as a result of the 
presence of up-to-date and useful management information. This article is in the nature of 
a case study of the principal changes introduced by this company. 


OME was not built in a day’ and the truth of this 
Astatement is nowhere more apposite than in the 
development of management information systems and 
administration controls. In our company, this is fully 
recognized and many of the systems and control techniques 
are still being developed along the lines we consider 
pertinent to our business activity. 

The fields highlighted for review in this article, although 
not fully comprehensive in relation to-the company as a 
whole, represent major changes in respect of which we feel 
a certain amount of ‘result satisfaction’, namely: 


(1) Introduction of EDF system, particularly in relation to 
sales accounting and management information. 

(2) Development of costing systems and cost control. 

(3) Development of budgetary control procedures. 

(4) Other procedures earmarked for implementation in 
future, i.e., stock control reorganization and associated 
perpetual inventory system, internal audit, organization 
and methods procedures and centralized purchasing 
organization. Quality control and production control 
procedures will also De subject to imminent change and 
further development in future. 


EDP systems 


Over the last two years we have introduced and ie velo 
an EDP system in the sales accounting and management 
information field, based on three Ultronic 811 machines, 
two Sadie invoicing computers and an NCR class 32 tape- 
punching machine. ‘Through the use of this equipment we 
are able to obtain valuable management information re- 
quired for day-to-day ccntrol purposes. We do, however, 
rely on the NCR computer bureau for additional analytical 
information which our home-based equipment has not the 
capacity to provide. 

Having overcome’ the initial teething troubles inherent 
in any revised system, we are convinced of the correctness 
of our decision to change. We have what we consider to 


be an effective system, which can — and in fact will — be. 


further developed in the interest of future requirements 
for management information. As an illustration we are now 
planning to use the Bureau for purchase accounting 
routines, the input media being provided by the NCR 32 
machine. Purchase analysis will be greatly extended and 
prove invaluable for costing purposes and cost control. 

Approximately: two years ago, the company’s sales 
accounting routines were almost wholly dependent upon 
clerical staffing, except for sales ledger work which was 
catered for by the use of Burroughs Sensimatic machines. 
The management information available was very scanty; ' 
sales analysis was limited to a summary by main depart- 
ments of the square yardage and sales value of turnover. 
The ledgers provided little useful information for credit 
control purposes. Age analysis of debts was not available, 
and — as a result of increased turnover — ledger postings 
were constantly under pressure and reconciliation of 
accounts was neglected. 


Sales problems 


With some ten qualities, consisting of approximately 1,250 
items of stock, having regard to variety of design, colour 
and width of carpet, some 1,100 sales accounts and 6,000 
invoices per month, sales analysis required considerable 
development. Further, the preparation of dispatch notes 
and invoices prior to introduction of the EDP system was 
under continual pressure to be kept up to date. Fluctuation 
in demand for our products (being of a seasonal nature) 
and staff absenteeism, due perhaps in part to pressure of- 
work, caused untold problems. Customer service was 
hampered and liquidity affected, due to delays in’ the 
rendering of invoices and statements of account. The need 
for change was evident. 

The system now operating is based on a library of edged 
punched cards covering both customers and products. 
Product cards incorporate list prices, and the variable 
discount information is input at a later stage of the pro- 
cessing procedure. The edged punched cards are used as 
input to our Ultronic 811 machines, the initiation being the 
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customers’ orders approved as regards stock availability 
by the supply department, credit-worthiness by credit 
control and price by the sales department. These machines 
produce hard copy dispatch notes and output tape. 

The output tape is filed away together with a copy of the 
dispatch note to await an identical copy of the dispatch 
note sent from the warehouse, indicating that the goods 
have been dispatched. The Ultronic tape is then input 
to our Sadie invoicing computer, invoices are automatically 
prepared and the output tape provided as input media 
for the bureau at the month end. 

Credit notes and cash transactions are handled by the 
NCR 32 machine which produces backing sheets for 
control purposes and output tape for subsequent processing 
by the NCR bureau. 

A certain amount of management control information is 
obtained from our own equipment, Le. : 


(1) Information of use to credit contro! department. 


(2) Daily and weekly sales statistics, e.g., departmental 
turnover, square yardage and value. 


The information provided by the main computer is 
extensive and of considerable value for control and decision- 
making purposes, i.e.: 

(1) Up-dating customers’ accounts and statement preparation. 


(2) Sales analysis by quality, design colour and sales area 
together with price per square yard the basic unit of cost. 


(3) Age analysis of debts. 
(4) Cumulative sales by customer. 


(5) Analysis indicating sales to customers in excess of 
established credit terms. 


/ 


Further developments are imminent and one such is in 
the area of profit contribution by customer. In this respect 
we are planning to input to the computer the gross margin 
contribution in respect of each quality, thereby providing 
a monthly print-out indicating the contribution of each 
customer to overheads and profit. 


Costing 


This is an area that has undergone considerable change 
over the past few years and to which much attention and 
time has been devoted. We have now achieved what we 
feel to be an effective system which enables:-management 
to be well informed of the current cost of various qualities. 
These, together with monthly financial accounts, form the 
basis for management decision in the field of economy, 
stricter control where necessary, and for decision-making 
on the viability of new product suggestions and the pricing 
policy relative thereto, having regard to market conditions. 

The cost accounting records are fully integrated with 
the financial accounts, the former consisting of cost centre 
analysis of expenditure from which quarterly quality costs 
are prepared showing the cost per square yard for each 
main heading of cost, i.e., materials, direct labour and 
overheads appropriately sub-divided. Effective integration 
with monthly financial accounts is secured by the prepara- 
tion of profitability statements which show in respect of 
each quality the total cost per square yard of production, 
‘adjusted by stocks, to reconcile with the costs in the 
financial accounts. 

The quality costs referred to show, in addition to the 
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profit contribution each makes, the gross margin contri- 
bution. This is of considerable importance, particularly 
in view of the very competitive nature of the carpet 
industry and the need to be fully aware of the effect of a 
small variation in the net selling price on the overall 
profitability achievement. Volume and price go hand in 
hand and only, in our view, by applying marginal costing 
concepts can reliable decisions relative to production and 
sales be effected. Accurate cost analysis is essential and 
roust be readily available, which is why we propose to 
extend our EDP system to the purchase analysis area. 

Each quality has a standard specification with regard 
to material requirement and, as material usage constitutes 
such a large proportion of total cost, it is essential that such 
usage should be limited to the standards laid down. 
Selling prices of the qualities will have been partly deter- 
mined on the basis of these: specifications, to which will 
have been added labour and overheads based on anticipated 
production levels, so that failure to maintain standards — 
particularly in the material cost area — can result in serious 
depletion of profit contribution. Material standards once 
agreed by management are issued by production control 
to works departments and are subsequently, from a cost 
control point of view, compared with the historical costs, 
and reasons for variations sought with a view to taking 
appropriate action to rectify adverse situations. 

In the area of material cost, much more detailed analysis 
of usage is required in order to control effectively. Our 
current plan is to allocate this area of analysis and control 
to the quality control function, referred to later in the 
article. 


Budgetary control 


Our budgetary control procedures are in a formative 
state, having regard to the full development that we con- 
sider to be required in this very important area. Neverthe- 
less, a reasonable measure of control is achieved through 
the medium of targets that result from our budget plans; 
in considerable detail in the earlier years, say, one to three 
years, and broad plans for years four and five. 

The sales director is responsible for the formulation 
of the annual sales budget which is sub-divided into 
qualities, sales area contribution, and evaluated in the 
light of anticipated prices, together with selling expenses. 
Production capacities, present and future, based on the 
existing capacities and capital order programmes are 
advised by production control department. 

This having been achieved, the works manager and 
financial director are responsible for assessing material 
consumption, labour cost and other overheads relative to 
this plan. The material cost is formulated on the basis of 
standards with regard to physical usage of materials, as 
defined by material specifications issued by production 
control department. The evaluation in cost terms is on the 
basis of anticipated future material prices for the period 
under review. 

The works labour cost budget is then assessed on the 
basis of labour efficiency ratios, machine availability, shift 
work requirement having regard to anticipated production 
levels, and evaluated on the basis of future anticipated wage 
rates and cost-of-living increments. 

The overhead costs are assessed having regard to 
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future anticipated cost levels; the division of expenses 
‘between fixed and variable is important at this stage in 


_- order appropriately to take account of variations in 


throughput levels on costs over the budgeted period. 
From these procedures, we are able to produce quarterly 
profitability statements for future comparison with quarterly 
accounts, and budgeted quality costs which can be com- 
pared with historically prepared quality cost statements. 


Reasons for variations arè sought with a view to taking , 


action, where necessary, to ensure progression as far as 
possible towards the achievement of our budgeted 
plans. 

The assessment of appropriate stock levels in the raw 
materials, work in progress and finished goods areas is 
‘based largely on past performance, modified as necessary 
by regard to anticipated changing conditions of production 
and the planned activity levels in respect of various 
- qualities. | 


Working capital 


Having then formulated the quarterly pada profit 
statements, and having further interpreted these in the 
`" bom of quality cost statements showing contribution on a 
quality basis, we prepare our financial budget statements 
: allied thereto. This is all-important in order to appraise 
the effect on working capital requirement of the production 
and sales plans and the capital expenditure programme — 
not only from a control viewpoint, which is important, but 
also in order to assess the feasibility of our plans on the 
cash-flow, thereby guarding against the dangers of over- 
trading. Further, return on capital investment is the essence 


"` of business activity. 


At this stage, we are able to give consideration to alter- 
native methods of financing our plans, i.e., bank finance, 
creditor finance (compatible with good supplier relations, 
e.g., bill of exchange facilities), stricter control over credit 
given, and the alternative methods available for financing 
capital projects, Le, leasing, hire-purchase, sale and 
leaseback arrangements, contract hire of motor vehicles, 
- etc. The merits and demerits of each are appraised and the 
most appropriate is determined for implementation and the 
financial budget statements, subject to board. approval, 
finalized. 


Departmental participation 


The completed budget profit and loss account and 
balance sheet are then presented to the board of directors 
for approval. At this stage, alternative suggestions are 
made, resulting in the need for revision, but ultimately 
they are accepted for implementation and control 
purposes. 

It will have been noted that during the formulation 


procedures referred to, the individuals responsible for the 


` budget are the financial director, sales director and works 
manager. In certain smaller companies this could perhaps 
be considered adequate; however, having regard to our 


size, we feel that greater participation at departmental. 


level is required. Our future intention is to ensure this 
participation in the interest of better control and enhanced 
> team spirit — an important personnel objective. In order to 
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achieve this, regular feedback to departmental management 
of actual costs as compared with budget estimates is 
essential, and these we feel can be obtained through more 
extensive use of computer applications. 

From what has been previously stated, it will be realized 


‘that control over material utilization is extremely important 


~ a small adverse variation between actual and standard 
usage can have a disastrous effect upon profitability. The 
need for constant comparison of performance in relation 
to material specification, in respect of which selling prices 
are determined, is vital. In this respect, works management, 
through its inspection services, endeavours to ‘secure 
compatibility. However, we intend introducing a quality 
control concept divorced from line responsibility, which will 
report to top management on the performance in this all- 
important area as part of its function. 

Further, we intend and in fact have made certain progress 
towards the institution of centralized purchasing, the 
object being to remove from executive and departmental 
responsibility the need to be involved with the adminis- 
tration and progress control over order requirements and 
price. Executive and departmental responsibility will 
finish when requisitions are raised for requirements in 
line with formulated plans. The central buying organiza- 
tion will then assume responsibility for the progress of 
orders and the provision of goods and service at the right 
time and lowest prices compatible with performance and 
service standards. In this regard, production control 
department is being reorganized to control raw materials 
and work in progress stocks in conformity with production 
schedules and to requisition their material requirements 
needs to the central purchasing organization for ap- 
propriate action. 


Other procedures for implementation 


Finished and semi-finished stock control is an area that 
has been given considerable attention and highlighted for 
further change, this being important not only from the 
customer service point of view but also from a cost and 
financing aspect. It is intended that the accounting function 
will take responsibility for the evaluation of monthly 
stock reports based on control accounts on a quality basis 


_formulated from production and sales statistics provided 


as a result of computerization. ‘These control accounts will 
provide the necessary requirements for control over the 
stock records maintained in considerable detail having 
regard to variety of design, colour and width of carpet 
from input media such as completed works orders and 
dispatch and transfer notes. Further, a system of perpetual 
inventory under the control of the accounting function, 
thereby securing its independence from that of departments 
responsible for stock levels and control is: now being 


~ Introduced. 


Internal audit and organization add kodi tde have 
been introduced and are earmarked for future development. 

Business enterprise is constantly changing, and we are 
aware that existing methods of control and administration 
need to be constantly appraised and if found wanting, 
superseded by other more appropriate practices. Only in 
this way can we face the challenge that competition thrusts 
upon us. 
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Reform of Corporation Tax 


Views of the Allied Accountancy Bodies 


The following memorandum of comments on the proposals contained 
in the Green Paper Reform of Corporation Tax (Cmnd 4630) has been 
submitted to the Chancellor of the Exchequer by the Councils of the 
allied accountancy bodies, namely, the English, Scottish and Irish 
institutes of Chartered Accountants, The Association of Certified 
Accountants, The Institute of Municipal Treasurers and Accountants, 


HE allied accountancy bodies welcome both the expressed 

intention of the Government to reform the structure of 
corporation tax so as to remove the presert discrimination 
against distributed profits and the opportunity which the 
Green Paper provides for the submission of comments by 
interested bodies. 

As a result of the exposure of the proposals in this manner, 
there has been a considerable response from the members 
and regional organizations of the allied accountancy bodies 
and the observations on this memorandum are thus based on a 
wide cross section of accountancy opinion. 


The choice of system 


In the opinion of the allied accountancy bodies, the over- 
riding consideration in the choice of system is the possible 
entry of the United Kingdom into the EEC. 

In the event of entry, it would clearly be desirable to choose 
the system which is most likely to correspond to the EEC 
systems as they develop. Apart from these considerations, the 
imputation system possesses marginal meri: from the ac- 
countancy point of view in that it allows prcfits and the tax 
thereon to be clearly and simply stated. 

In considering the imputation system, the allied accountancy 


bodies have assumed that the imputed rate will be the basic 
rate of income tax and that the set-off against the company’s | 


corporation tax liability will not be affectec by any treaty 
reduction in the rate of tax applied to distributions made to 
persons resident abroad. 


The definition of distributions l 

The allied accountancy bodies accept the need for a definition 
of distributions, but they consider it important that the defini- 
tion should be the samė for all tax purposes, that is that pay- 
ments treated as distributions for the purpose of income tax 
under Schedule F should equally rank as distributions for the 
purpose of distribution relief. 


‘Definition of relevant profits 


Although the proposal to relate distributions to the profits 
of a particular period by reference to the date of payment 
possesses the merit of simplicity, the allied accountancy bodies 
consider that it contradicts the commercial practice of as- 
sociating dividends with the profits of the period out of which 
they are declared as payable and for this reason is unacceptable. 


and The Institute of Cost and Works Accountants. 


However, it is agreed that it is reasonable to provide for a cut- 
off date and accordingly they suggest that dividends paid during 
a period of eighteen months from the accounting date should be 
capable of being related to the profits of the period ending on 
that date if they are so related for accounting purposes. It 
might also be considered necessary to provide that the relief 
for dividends paid after the commencement of the quarterly 
period for Schedule F in which the due date for the payment 
cf tax falls should be given by way of repayment. 


Excess distributions 


The allied accountancy bodies point out that on the basis that 
distributions in excess of current profits are made out of profits 
previously earned, it is both illogical and inequitable to limit 
the period for the allowance of excess distributions to the 
accounting period preceding that in which the distributions 
were made. In fact it can be argued that the excess should be 
capable of being carried back indefinitely. However, practical 
considerations dictate that there should be a limit to this period 
and the allied accountancy bodies therefore suggest that the 


carry-back option should be for a period of six years prior to 


the accounting period to which the distributions were related. 


Close companies 


The allied accountancy bodies welcome the stated intention to 
evolve a new code of practice which will impose the minimum 
of administrative burden on close companies. One aspect of 
the new proposals to which they desire to draw attention is that 
if a rate of tax approximating to the 50 per cent rate used for 
purposes of illustration is ultimately fixed, those companies who 
for- good reason (for example to accumulate resources for 
expansion) do not pay dividends, may be worse off than under 


' the present system. The allied accountancy bodies accordingly 


submit that there should be a tapering relief at the lower end 
of the profits scale before the full rate of tax applies. 


Capital gains 

The allied accountancy bodies note the proposal for, in effect, 
a reduction in the rate of tax on capital gains of companies. 
In their view this reduction should be a substantial one for the 
reasons that capital gains will not be treated as available to 
cover distribution relief and that such gains continue to be 
doubly taxed. 
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Groups of companies 


The allied accountancy bodies do not accept that it is an es- 
sential part of the proposed system that inter-group dividends 
. should be paid only under deduction of tax. They consider that 
the arguments in favour of such payments being made gross 
apply with equal force under the old and the proposed new 
arrangements. They subm:t that the concept of inter-group 
dividends being paid gross can be accommodated under the new 
proposals by permitting the distribution relief appropriate to 
dividends paid outside the group to be allocated among the 
group companies on lines similar to the present allocation’of 
group relief, 
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Foreign income 


The allied accountancy bodies regret that the proposals do not 
appear to remove the present discrimination against distributed 
profits in the case of companies with a substantial proportion of 
overseas profits. They ask that consideration be given, as a 
matter of high priority, to effect a degree of neutrality in the 
“tax charged on distributions made out of such profits, even if. 
this necessitates the introduction of a new form of overspill 
relief on a permanent basis. Should it be considered that 
permanent overspill is not acceptable for budgetary reasons, 
consideration is suggested of a form of a net UK rate method 
as illustrated in the appendix. 


Distribution Relief in Relation to Overseas Profits 


The basic concept is that when paying a dividend the company 
decides for itself how much of the withholding tax (or of the 
corporation tax imputed to the dividend) represents overseas 
tax and how much UK tax. This would have to be shown on the 
voucher as in the net UK rate days or by some other means. 
Schedule F accounting would correspond with the attribution 
made by the company, i.e., it would not have’ to account to the 
Revenue for the overseas tax deducted from the dividend. 

In its corporation tax computations it could, of course, only 
claim distribution relief corresponding with the UK tax deducted 
from its dividend payable. This would leave a higher effective 
rate of corporation tax against which higher double tax credit 
could be taken. 

The effect of this proposal is shown in the attached sheet 
where it is compared with the Green Paper basis. Columns 1 
and 2 show the gain accruing to the company: from this treat- 
ment. Column 3 shows that the same rate of dividend (namely, 
714 per cent) can be paid out of overseas profits (so long as they 





Proposed 


are not subject to overseas tax at more than so per cent) as can 
be paid out of UK profits. (See Example 4 on page 15 of the 


. Green Paper.) 


Column 4 shows the effect of deducting too much UK and 
hence too little overseas tax from the dividend. There is a loss 
of double taxation relief, i.e., a move towards iie Green Paper 
position. 

Column 5 shows the reverse situation of too great an at- 
tribution to overseas tax and too small to UK tax. This has no 
effect on the company but shareholders not liable to tax would 
suffer- because they would not be able to get the full repayment 
to which they would be entitled if the company had done its 
sums correctly. 

For reasons of administrative simplicity, it is not considered 
that there should be provision for the correction of under or 
over attributions of overseas tax to dividends, although in the 
one case a loss falls on the company as a whole and on the other 


on the shareholders not liable to tax. 


As (3) but over As (3) but under 














| Green Paper Proposed basis attribution to attribution to 
basis basis 71-4% dividend UK tax UK tax 
(1) (2) (3) . 
£ £ £ £ f £ £ l 
Overseas profit .. 1,000 1,000 1,000 1,000 
Overseas tax _ 400 400 400 400 
600 600 600 600 
Corporation tax.. 500 500 500 
Distribution relief 180 100 100 
320 400 400 
Double tax credit 400 400 400 
Ke SN Í = 50 
600 600 600 550 
Dividend gross .. m dg 600 600 714 
Overseas tax .. pi Ce en ' 80 114 
600 600 ` 520 520 600. 600 550 
UK tax .. 180 100 100 
Net dividend 420 420 500 
80 — Dr (50) — 
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Taxation 


Cases 





CIR v. Richards’ Executors 
In the House of Lords ~ February 4th, 1971. 


(Before Lord Rem, Lord Morris op BortTu-y-Gsst, Lord 
Upyoun, Lord Guest and Lord Donovan) 


Capital gains tax — Deceased’s estate — Realization of stocks and 
shares — Confirmation of executors to the estate — Resealing of 
confirmation in London — Proportion of solicitors’ fees — Whether 
incurred in establishing executors’ title — Solicitors’ commission on 
sales of stocks and shares — Whether incidental costs of disposal — 
Finance Act 1965, Schedule 6, paragraphs 4, 21 (4). 


The executors of the deceased incurred solicitors’ fees in ob- 
taining confirmation (probate) to the estate, and they claimed to 
be entitled to deduct {242 16s 1d, the proportion of those 
fees applicable to stocks and shares included in the estate in 
computing the amount of the capital gains tax thereon. The 
executors also claimed to be entitled to deduct £508, the amount 
of commission payable to the solicitors on the sales of the stocks 
and shares. | l 

It was contended for the Revenue that both items were part of 
the solicitors’ remuneration for winding up the state, and were 
not wholly and exclusively incurred for specific purposes relating 
to capital gains tax. It was contended for the executors, (i) that 
the £242 16s 1d was incurred for the purpose of establishing 
their title to the stocks and shares in question; (ti) that the £508 
was, in fact, commission paid on the sale of the stocks and shares; 
(iii) that both items were deductible pursuant tc paragraph 4 of 
Schedule 6 to the Finance Act 1965. The General Commis- 
sioners decided in favour of the executors. 

Held (affirming the decision of the Court of Session, Lord 
Morris of Borth-y-Gest and Lord Upjohn dissenting): the 
General Commissioners’ decision was correct. 


Greenberg v. CIR 
Tunnicliffe v. CIR 


In the House of Lords — July 2oth, 1971 


(Before Lord Rem, Lord Morris or Dor Geer, Lord 
GUEST, Lord WILBERFORCE and Lord SIMON oF GLAISDALE) 


Surtax — Transaction in securities — Forward dividend-stripping — 
Part of scheme before April 5th, 1960 — When tax advantages 
obtained — Finance Act 1960, sections 28, 43. 


On December 30th, 1958, a company, L. Greenberg Ltd, which 
carried on business as a millinery manufacturer, increased its 
capital by creating a new class of one hundred preferred shares, 
carrying a preferential dividend of 6 per cent, and also carrying 
further dividend rights entitling the holders to receive, in 
respect of each of the five years 1959-1963, net dividends as 
should be equal in the aggregate to either the company’s profit 
in each year or the accumulated profits available for dividend 
whichever should be the less. But the total amounts of these 
further dividends was not to exceed {20,000 after tax. One 
hundred pounds of the company’s reserves were capitalized by 
paying up these new shares which were allotted to the existing 
shareholders, Mr Greenberg and his father. On the same day 
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the Greenbergs sold the one hundred shares to Finsbury 
Securities Ltd for £20,100, subject to adjustment as provided in 
the agreement. 

The Greenbergs had decided to carry out a forward dividend- 
stripping operation in connection with Finsbury. L. Greenberg 
Ltd was expected to earn, over the five years, profits amounting 
to {20,000 or more after tax. By the terms of the agreement 
with Finsbury, the Greenbergs were to hand to that company 
renounced letters of the allotment of the one hundred shares 
and Finsbury was to pay them {10,100 on account of the pur- 
chase price. The balance of {10,000 was to be paid not later 
than December 31st, 1960. 

The purchase price was to be adjusted in the event of the 
dividends distributed during the five years to the holders of 
the one hundred shares amounting to less than {20,000 and the 
purchase price was to be increased to the extent of one-half of 
any tax repayment which Finsbury might obtain as a result of 
the dividend-stripping operation. 

Finsbury was’ registered as the holder of the shares on the 
same day. The agreement was not carried out fully in accordance 
with its terms. The {10,100 was not paid as provided for by the 
agreement; Finsbury paid {100 on January 22nd, 1959; and the 
arrangement as to the balance of £10,000, that should have been 
paid with the £100, was obscure because of the death of Mr 
David Greenberg. Martins Bank Ltd made an advance of 
£10,000 to Finsbury and the same amount was credited to an 
account headed ‘Martins Bank Ltd, re D. & H. Greenberg in 
account with Martins Bank Ltd’. The bank was not to be called 


-upon to make any payments to the Greenbergs out of that credit 


except to the extent that money was paid from dividends on the 
preference shares into Finsbury’s account with the bank. 
On March 23rd, 1959, L. Greenberg Ltd declared a dividend of 
£1,725 net on the preference shares and this was duly credited 
to Finsbury’s account with Martins Bank Ltd. On March 15th, 
1960, the company declared a further dividend of £2,528 net on 
the preference shares and this also was duly credited to the same 
account. On March 23rd, 1960, £4,000 — about the total of those 
two dividends — was transferred from the special account to the 
Greenberg’s own accounts. On March 24th, 1961, a further 
dividend of £3,246 net was declared by the company on the 
preference shares and was credited to Finsbury’s account with 
the bank; and on May 4th following, the same amount was 
transferred out of the special account to the two Greenbergs. 
On April 13th, 1962, a dividend of £9,677 was declared and 
credited to Finsbury’s account with the bank, and a sum of 
£9,677 was transferred from the special account to the 
Greenbergs’ account. On October 11th, 1963, a dividend of 
£3,024 was declared, and apparently that amount was paid to the 
Messrs Greenberg without going through the other two ac- 
counts. The total of these dividends was {£20,000 and the total 
which found its way to the Messrs Greenberg came to £19,957. 


Thus, some part of the scheme was carried into effect before 
April sth, 1960, and some of it after that date. 


The Commissioners of Inland Revenue issued a counter- 
notice to the appellant, Mr Henry Greenberg, under section 28 
of the Finance Act 1960. On appeal, it was contended for him 
that the tax advantage that he had obtained was obtained in . 
consequence of transactions, all of which took place before 
April 5th, 1960; that therefore the case was taken out of section 
28 by the proviso to subsection (1) and that the receipt of the 
several amounts of purchase price were not transactions in 
securities within the meaning of the section and tax advantages 
were not obtained in consequence of those receipts. It was 
contended for the Revenue that the various amounts of purchase 
price were received by the Greenbergs only at the dates that the 
transfers were made to them out of the special account with 
Martins Bank; and that the tax advantage was obtained in 
consequence of all the transactions taken together, so that as a 
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whole they were not carried out before April 5th, 1960, and that 
alternatively, the sale agreement was not carried out before that 
date as the price was then still outstanding and the full amount 
of it had not yet been ascertained. The Special Commissioners 
decided that the tax advantages were obtained in consequence of 


_ the combined effect of all the transactions; and that the appellant, 


Mr Henry Greenberg, was assessable for 1961-62 to 1963-64 
on the appropriate amounts. 

Mr Walter Tunnicliffe was substantially the only shareholder 
in Arthur Tunnicliffe & Sons Ltd, apart from some preference 
shares in a company called Cavendish Mercantile Ltd. On 


October 29th, 1959, the Cavendish company created soo 5 per 


cent second preference shares carrying a fixed cumulative 
preference. dividend of 5 per cent, and the right to receive in 
each financial year a further dividend of 10 per cent and also 
having the right to receive at the discretion of the directors in 
each financial year an additional dividend not exceeding 80 per 
cent of the profits of the company for that year. Five hundred 
pounds was capitalized in paying up the new shares. 
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On or before October 29th, 1959, Mr Tunnicliffe orally 
agreed to sell all the new shares in the Tunnicliffe company to 
Cavendish for {11r,000. In pursuance of that arrangement, Mr 
Tunnicliffe renounced his new shares in the company in favour 
of Cavendish and on the same day -the solicitors acting for | 
Cavendish gave Mr Tunnicliffe a banker’s draft for £11,000. 
This £11,000 had been borrowed by Cavendish from a bank. On 
the same day’ Mr Tunnicliffe deposited the {11,000 with the 
bank in pursuance of a guarantee he had given for the repayment 
of the loan to Cavendish. 

Similar contentions were made on either side as in the other 
case, but the Special Commissioners decided that the trans- 
actions in consequence of which Mr Tunnicliffe obtained a tax 
advantage had been carried out by October 30th, 1959; and that 
at that point Mr Tunnicliffe obtained what resulted in a tax 
advantage; and that the transactions related to the £11,000 were 
not transactions in securities. 

Held (affirming the decision of the Court of Appeal): both 
cases were caught by section 28. 


Reporting on Overseas Interests 


E to James Ecott (Electrical Holdings), Thomson 
McLintock & Co, make a clear report to shareholders 
subject to comment on the accounts of one overseas subsidiary. 

They state in their report: ‘The accounts and records of 
an overseas subsidiary company which have been reported 
upon in accordance with the practice and procedures of its 
country of domicile have also been examined and reported on 
by reference to United: Kingdom practice and procedures by 
accountants appointed by James Scott (Electrical Holdings) 
Ltd, and these accountants have reported to the effect that they 
have been unable to form an opinion as to whether the accounts 
show a true and fair view of the state of affairs and profit of 
that subsidiary company. The consolidated balance sheet and 


‘consolidated profit and Icss account of the group include net 


assets of that subsidiary company and its profit after taxation, 


amounting, so far as corcerns members of the company, to - 


£371,949 and £15,222 respectively.’ 

Group net profits after tax for the year in question were 
£218,222. The group balance sheet totalled £11,669,875 
gross and shareholders’ net assets £2,830,000. 


French companies 


It is clear from the chairman’s statement and from the directors’ 
report that the auditors are referring to the French subsidiaries. 
Mr Isaac Sclar, the chairman, makes the first reference in his 
statement — the first that a reader of the report from first page 
to last comes across. Mr Sclar says that “The balance sheet of 
SAFIE, a subsidiary of the French operating company in which 
your company has a 65 per cent holding, has been certified to 
local standards and shows a net asset value considerably in 
excess of £35,000, the amount treated as an investment in 
the consolidated balance sheet. The accounts show a profit of 
£15,000 which has also bzen excluded from the consolidation.’ 

Later in his statement he mentions that the operational 
activities of Massot et Disdier S.A. and Chas Mildé-Fils et Cie 
S.A. were amalgamated into one operating company, Mildé- 


Massot-Disdier S.A., with the original company, Mildé-Massot- 
Disdier S.A., remaining as a holding company. 
Payment for certain assets of Massot et Disdier was made with 


‘the allotment of additional shares in Mildé-Massot-Disdier, . 


with the result that James Scott owns 65 per cent of the new 
company which is currently operating on a turnover of £4 
million a year. It is of a size which will enable it to take a 
prominent share of electrical installation work in France and 
clearly has Common Market interests so far as the group is 
concerned. The SAFIE subsidiary of the French concern is 
based in Dakar but is stated to have been ‘reorganized with its 
centre in Abidjan on the Ivory Coast’. 


Overseas earnings 


The directors’ report states that ‘arising from the amalgamation 
of the operations of two overseas subsidiaries it became ap- 
parent towards the end of the year that the overall standard of 
financial accounting did not satisfy the financial control re- 
quirements of the group and accordingly the directors accept 
the qualifications by the auditors in their report. A complete 
reorganization of the combined structure and records is in 
progress.’ 

This statement is on page 6 of the James Scott report, follow- 
ing the chairman’s statement on pages 4 and 5, so that the 
shareholder/reader is now beginning to put things together. 
Immediately above the directors’ statement on the auditors’ 
report there is an analysis of turnover and results which shows 
just how important overseas operations are to the James Scott 
group. 

In the year under review, UK turnover of £18,331,653 
resulted in pre-tax profit of only £97,870, whereas overseas 
turnover of {5,485,617 resulted in profits of £291,639. Over the 
group as a whole, turnover was {3-2 million up at £23°8 million, 
but pre-tax profits reacted from £526,877 to £389,509 because 
of difficult conditions in the UK construction industry. 

Overseas earnings are therefore of considerable importance 


| e 3 THE ` 
August 12th, 1971 


to the group and thereby to its shareholders who for the past 
year are having their dividend cut from 16 to ro per cent. 


Frustrating 


The reader next comes to the auditors’ report and then to the 
accounts and notes where, in Note 17, he wil find the infor- 
mation that the accounts of two overseas subsidiaries (owned 
roo per cent by Mildé-Massot-Disdier S.A.) certificated 
locally for fiscal purposes have not been consolidated ‘on the 
grounds of immateriality’. The group’s share of profits for 
1970 was £10,806. 

Finally, the reader comes to the list of divisions and principal 
subsidiary companies where particulars of the overseas con- 
cerns are detailed. In Israel, Asher Feuchtwanger Ltd is a 
70 per cent owned James Scott subsidiary and has subsidiaries 
of its own in The Ashdod Electro-Mechanical Co, of Ashdod, 
Israel, and James Scott (Iran) Ltd, of Teheran. 

Massot & Disdier S.A. is listed as the holding company fo 
the group’s interest in France, with Mildé-Massot-Disdier 
S.A. as the operating company in which tke James Scott 
interest is 65 per cent. 

Information on the subject of qualification of the auditors’ 
report is therefore scattered all through the repcrt and accounts 
and the chairman’s statement. Shareholders would have been 
better served had the whole matter been dealt with in full under 
one heading in the directors’ report, leaving the chairman clear 
to make any comment he felt necessary. - 

As things are, the piecemeal treatment given to the position 
of the French subsidiaries is more frustrating than informative. 


Computer Control Problem 


OMPUTER stories are legion and there is yet another sorry 

one in the case of Lee Cooper Ltd, the clothing manu- 
facturers. The company commissioned a new and larger 
computer last November, the commissioning having been 
planned some eighteen months previously so that no par- 
ticular problems were envisaged. 

But for all the precautions, major problems developed and 
not until June this year was complete control regained. The 
chairman, in his statement with the accounts to last March, 
comments: ‘through lack of control in many instances, ‘excess 
stocks were manufactured providing an unnecessary strain 
on the company’s liquid resources and resul<ing in higher 
bank charges. There were also instances of merchandise being 
required which was not manufactured with a consequent loss 
of sales’. | 

The auditors, Temple Gothard & Co, state in their report 


that ‘an adjustment may be required to the book amount of. 


stock and work in progress’ and the profit is subject to any 
adjustment that may be necessary ‘when the result of the 
physical count is available’. l 

Note g to the accounts states that it was not possible to carry 
out a physical count, at March 31st, of the finished goods stocks 
included in the balance sbeet at £756,000. 

The note adds that physical counts of certain items which 
have taken place since the year-end have revealed. discrepancies, 
and investigation into these would seem to incicate that the 
computer records may understate the quantitizs of finished 
goods. 

The directors have included finished goods stocks in the 
balance.sheet according to the quantities shown ir. the computer 
records. Reorganization of the warehouses should be completed 
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by the end of September, at which time a complete physical 
count of all finished goods will be made and the computer 
records amended accordingly. : | 

The company shows pre-tax profits of £69,226 for the year 
to last March, against £293,704. previously. Apart from the 
computer troubles, a loss in the new Danish subsidiary, and the 
postal strike ~ which upset the company’s business with mail 
order customers — contributed to the profit fall. 


í 


From Cape Town 


REING home-bound over a long week-end by a child’s 
illness would find different people reacting in different 
ways. But the reaction of a Cape Town reader of The Accountant 
was to indulge in filling ten sides of foolscap with closely spaced 
typing on the subject of the availability of inter-company 
interest payments as distributable profits. | 

_ Having been prompted to do all this by the accounts of a 
Johannesburg property company in which he had ‘no interest — 
other than academic’ our reader thereupon sent his comments 


to this journal. The thoughts prompted on the subject moved 


in two main directions: first, the point of the interpretation of 


: South African company law; and secondly, the reaction of the- 


company’s auditors to the matter. 
There was, naturally enough, plenty of arithmetic done to ` 
formulate adjusted accounts assuming the exclusion of inter- 


company interest payments, but that is not. necessarily the 


main point of the argument. The directors in their report said 
clearly that the cost of interest charged by the holding company 
on loans to subsidiaries had been capitalized in the accounts 
of the subsidiaries. l OO 

. This policy was justified by the directors for the reason that 
it is normal for property development companies to treat 
interest on development finance as part of total building project 
costs; the holding company could have earned income by in- 
vesting the funds elsewhere, and it is necessary to avoid dis- 
tortions in earnings which would be unrealistically reduced 
if the interest on the loans were not treated as revenue in the 
company’s accounts. Further, it was held that exclusion of 
interest would result in an artificially low cost of properties and 
to a correspondingly inflated profit on sale. Capitalization of 
interest, the directors stated, would not put book values ahead 
of market values on completion. 


‘Clean’ Report 


Section go of the South African Companies Act, our South 
African reader writes, states that group accounts ‘shall exclude 
inter-group balances and any profit or loss arising from trans- 
actions within the group in so far as those profits or losses may 
not have been realized or incurred so far as concerns members 
of the company’. | 

But it is pointed out that the auditors’ report is ‘clean’, 
and gives the view that the accounts, as amplified by two 
particular notes, comply with the Companies Act. The notes 
inevitably refer to the interest capitalization point at issue, 
and equally inevitably our reader spent much of his enforced 
home-bound week-end arguing with himself as to whether the 
auditors’ report was justifiably ‘clean’. 

He argues that if the amplification in the notes concerned a 
matter that he considered contrary to the Companies Act, 
should not the auditors have made a firm qualification to their 
report? He is even aware that the firm — of no little repute — 
involved in the audit states in its own manual of auditing 
instructions that “inter-company profits should be eliminated 
from the consolidated profit and loss account and the fixed 


‘assets ‘concerned should not be included in the consolidated 


balance sheet at more than their actual cost to the group’. 
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City Notes 


FOR the time being the foreign exchange market is taking 
precedence over the stock market for City attention. The 
continued weakness of the dollar and another rcund of European 
currency readjustments to that situation has Ied to the use all 
over again of ‘crisis’ as the descriptive word for the currency 
situation. 


With the annual meetings of the International Monetary 
Fund and World Bank coming up fast, this is the high season 
for currency speculation and for gold speculation as well. There 
is the usual run of business based not necessarily on the IMF 
meetings bringing out anything definite on either the dollar or 
gold, but on the undeniable prospect that both the dollar and 
gold will be talking points. l 


The last things speculators want are facts. They want enough 
talk, enough supposition and enough interest to inspire enough 
people to consider it worthwhile taking a risk cn what the facts 
may prove to'be. 


One of the currency facts of life, however, is that although the 
US dollar may not be the dollar it used to be in terms of im- 
mense world currency strength, it is still strong enough to hold 
its own against other world currencies. Until the balance of 
power shifts still further, other currencies will have to adjust to 
the dollar rather than the dollar to them. 


URRENCY doubts have had their impac: on the stock- 
market. There has been a defensive withdrawal from the 
high points reached by the equity market following the summer 
‘Budget’. This is the ‘facts and hopes’ balance being weighed 
down by facts of continued economic uncertaintizs in the United 


States. Those doubts have been reflected in a sharp Wall Street 
decline and London can rarely move for long in opposition to a 
decided Wall Street trend. 


Apart from that, there is not much evidence as yet of response 
to the summer ‘Budget’. It is admittedly far too early even to 
look for response but in these days of instant action and instant 
reaction, evidence has to be provided quickly if doubts are to 
be dispelled. Most stockbroking commentaries still insist that 
selective share buying at current price levels will see investors 
extremely well placed when the 1972 advance comes along. 
There is a considerable degree of confidence being expressed in 
the 1972 equity prospect on the grounds that Government 
policies will prove to have been successful in reducing the 
inflation rate and that industrial earnings, based on this year’s 
product price increases, will leap forward. 


$ m i A % 


HE remaining two of the big three take-over operations — 

the Bovril and Truman affairs — continued to rule the ‘bids 
and deals’ market early this week. In both cases buying prices 
have reached levels which must surprise and even shock those 
shareholders who have held on. The extent that Truman shares 
in particular have been bought by the warring parties on the 
market suggests that Truman shareholders, in the main, just 
cannot believe that their shares are worth such a fantastic 
figure. 

But that may not necessarily be the main point. What many 
shareholders are not sure of is the worth of their capital in the 
form of the rival bids — a mixture of different kinds of loan 
and equity paper — and their solution is to sell in the market. 


RATES AND PRICES 


Cwosing prices, Tuesday, August roth, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44%; 
2+% surrendered for cash; Personal 4% l 


Bank Rate 
Nov. 9, 1967 .. .. 64% Feb, 27, 1969 S% 
Nov. 18, 1967 = 8% Mar. 5, 1970 4%, 
Mar. 21, 1968 4% April 15, 1970 of, 
Sept. 19, 1968 7% April 1, 1971 6% 
Finance House Base Rate — August Ist, 1971. 64% 
Treasury Bills 
June 4 -. £5°6090% July 9 £5°5700% 
June 11 .. £5°6064% July 16 da ,. £5°5396% 
June 18 .. £5°6070% July 23 Sa .. £5°5638% 
June 25 -» £5°5917% July 30 .. .- £55642% 
July 2 - £55925% Aug. 6 £5°6301 % 
Money Rates 
Day today .. 3t-5i% Bank Bills 
4 days Sg 446% 2 months s -64% 
Fine Trade Bills ` l 3 months s H-6% 
3 months .. 64-74% 4 months 58-64% 
4 months .. 64-74% 6 months 6 4-6 fr % 
6 months .. 63-72% 


Foreign Exchanges 


New York 2'4188 Frankfurt 8-2437 
` Montreal 24527 Milan 1501:62 
Amsterdam .. 8-4625 Oslo 17°1650 
Brussels 120°05 Paris . 13°3360 
Copenhagen .. 18:1325 Zürich 9:8225 
Gilt-edged : 
Consols 4% 424 Funding 64% 85-87 .. 84% 
Consols 24% 26} Savings 3% 65-75 .. 894 
Conversion 34% .. 388 “Treasury 9% 1994 .. 98 
Conversion 54% 1974 974 Treasury 64% 1976 .. 97+ 
Conversion 6% 1972 . roof Treasury 34% 77-80 77% 


Funding 34% 99-04 .. 45 Treasury 34% 79-81 .. 75% 


Funding 4% 60-90 98 Treasury 5% 86-89 68} ` 
Funding 53% 78-80 87° Treasury 54% o8-12 61xd 
Funding 54% 82-84 Sri Treasury 23% 27+ 
Funding 52% 87-91 74% Victory 4% sie .. 96 
Funding 6% 1993 7ixd War Loan 34% .. z -38 
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Letters 





Agricuitura! Leases Back 


SIR, — Many and varied were the fears expressed in Parliament 
and in the press following the Austin Reed decision. Fears 
beget fears and we were continually hearing of anxieties about 
the sale of a farm for lease-back, despite the fact that in relation 
to agricultural land a lessez/sub-lessee situation does not arise. 
Accordingly the CLA, in a discussion at Somerset House, asked 
that the promised Treasury announcement should be in terms 
which left neither doubts nor anxieties in relation to agricultural 
leases-back. 

Following last week’s Written Answer by the Financial 
Secretary to the Treasury (Hansard, August 4th, cols 316 to 319) 
no doubts can remain. Tne legislation proposed for the next 
Finance Bill will concern only sales of certain leases and not 
any sale of a freehold. 

Yours faithfully, 


R. J. WATERS, 
Taxation Secretary, 
CouNTRY LANDOWNERS ASSOCIATION. 


[The text of the Financial Secretary’s statement, to which 
Mr Waters refers, is reprcduced under ‘Current Affairs’ on an- 
other page. — Eprror.] 


London Wr. 


Accounting for Shakespeare 


SIR, — As it is now 407 years since William Shakespeare’s birth, 
I feel it is time we accourtants claimed him as one of our own! 
Į arrived at this conclusion as to his true profession on a close 
examination of his plays; in particular, The Merchant of Venice, 
for this is merely the description of the audit for the year 
ended December 31st, 1596, of a Venetian friendly society. - 

I suggest that these were the audit points around which the 
play was built: 


Loi 3,000 ducat loan to a Mr Antonio was made on a three- 
month bill, This is now overdue — what provision should we 
make? 

(b) Transfer from jewels account of 3,000 ducats and 2,000 
ducats cash — what :s this? 


(c) Item in purchases — one pair of scales — what is this for? 


(d) Tried to raise point (b) with Mr Gobbo of Accounts but he 
has apparently left the society’s employ without giving 
notice. | 

(e) Raised point (6) with managing director, Mr Shylock — 
he says it is re a loan to his daughter, Jessica. But there is no 
authorization for the loan — MD says he forgot due to 
recent worry (daughter is rumoured to have absconded). 

(f) Examined correspondence file with details of Antonio loan; 
he trades with a Mr Bassanio as a shipping merchant. Credit 
report states that tney have recently suffered heavy losses 
in their fleet — little dividend is to be expected. 

(ei Mr Shylock, MD? spoke to me today; he pointed out penalty 
clause in agreement with Antonio. (Note, must ascertain 
net realizable value of one pound of flesh.) Point (c) cleared. 
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(h) Antonio’s lawyer is trying to make an out-of-court settle- 
ment with creditors but MD is adamant in seeking legal 
redress. 


(GH Attended court: MD prosecuted on behalf of the society. 
Defence countered on a technicality if the society sought 
to enforce the penalty clause. Consequently the action was 
withdrawn but the society is now compelled to pay com- 
pensation amounting to 50 per cent of its total assets — 
should we note this as a liability? 


Finally, I conclude that Shakespeare (like his present-day 
counterparts) was underpaid. This explains his lament in 


` Love's Labour’s Lost: ‘Remuneration! O! that’s the Latin word 


for three-farthings |’ 
Yours faithfully, 


TERENCE WEBB. 
Quinton, Birmingham. 


Changing Times 


Sir, — The publication of the results of the recent Final examina- 
tion and a certain comment — not in your columns — leads me 
to mention a story of between 15 and 20 years ago. 

At that time articled clerks of one firm had achieved first 
places in two of the examinations, taking place more or less 
at the same time, and it was said that at the Council meeting 
at which the results were announced the senior partner of that 
firm, a member of the Council, on the first occasion asked 
whether, in addition to the name of the articled clerk’s principal, 
the name of the firm might be mentioned, and received a 
negative reply. Nothing deterred, he raised the point again 
when the next first place came up, and received the reply, again 
in the negative, with the added words that ‘advertising is not 
allowed, not even in the Council Chamber’. 


Otempora! O mores! 
Yours faithfully, 


London EC2. H. O. H. COULSON. 


[It may be added that Section E 3 of the Members’ Handbook 
of the English Institute, paragraph 19, clearly states that press 
notices of examination successes ‘should not contain any element 
of undesirable publicity’ in relation to the clerk, his principal 
or the firm. The official pass list gives only the name of the 
principal to whom each successful clerk was articled, irrespective 
of the fact that — particularly with Part II Final candidates ~ 
those articles may have expired some time previously and the 
clerk moved to other employment. It follows that advertisers 
and prospective employers should beware of unguarded claims 
made elsewhere to give ‘100 per cent coverage’ of newly qualified 
accountants ‘within days of the results being published’. Such 
claims, on the basis of the only information officially published, 
canrot be substantiated. — Editor. } 


Confusing Abbreviations 


Sir, — do not know whether advancing years are taking their 
toll, but I find the habit of calling all and sundry by initials 
only increasingly confusing. This is often done without mention- 
ing anywhere the name in full even though the body might be 
comparatively unknown to many people. 


Yours faithfully, 


Torquay. R. B. A. HOWLE, B.A., F.C.A. 

[Our correspondent has a point. Although some sets of initials 
are more familiar than others, our own normal practice is to 
quote the full title on first reference, and thereafter to use initials 
— this being, as we think, less wearisome than the constant 
repetition of a long and involved title. — Editor. ] 
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Managers in the Conglomerate Era 
by STANLEY C. YANCE. 
Wiley & Sons, £5:15. 


‘In the last century we have witnessed the transformation in the 
dominant form of enterprise from the individual through the 


partnership into the corporation. ... The great fear is that if 
the current merging trend continues, all our economic power 
within ten to twenty years will be concentrated in a relatively 
few massive corporations.’ 

It is with these massive corporations or conglomerations that 
this excellent book is concerned, concentrating on one aspect 
in particular — that of the impact of management on mergers 
and of mergers on tomorrow’s managers. The locus of control 
has shifted from the owner-entrepreneur to paid professional 
managers, and the general thesis is that the supply of these being 
limited, they would be best utilized if smalier firms joined 
together in larger ventures. The current conglomeration threat 
certainly does not ignore this. . 

The book discusses at length the role of managers in mergers, 
and contains a great number of case studies showing what 
happens in practice. It concludes by insisting that we have seen 
the birth of mego-corporation and need to ‘develop a new 
breed of managers, the macro-managers, who have the com- 
petency and the zeal to optimize . . . the new super-organiza- 
tions potential’. 


Introduction to Computers 
by Rep LONDON. 
Faber, £2:50. 


This is a revised edition of the author’s book first published in 
1968, and is aimed at the school leaver, business graduate, and 
manager concerned with data processing. It is designed as a 
non-technical introduction, but inevitably — because of its 
scope — it gets involved in the elements of mazhematics and 
programming. The author does, however, succe2d in keeping 


the technical jargon to a minimum and his patienz exposition of. 


the subject is to be commended. 

While mathematics inevitably appear in the text, the mathe- 
matical skill required of the reader is minimal and should not be 
beyond the scope of the average reader. At the same time the 
step-by-step approach ensures that the reader is not left behind 
at any stage of the text. 

The ‘introductory’ approach to the topic is not et the expense 
of treatment in depth, and each aspect receives a thorough 
examination so that the reader should-acquire a comprehensive 


background of general computer knowledge on which. to pare 


far more sophisticated study. 

As with most textbooks of its kind, the book is divided into’ 
three aspects. The first three chapters lay the foundation‘ of 
binary arithmetic, computer hardware, and how the two are 


combined for writing into the system the data to e processéd ` 
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and the methods of handling the data within the computer 
system. The next two chapters deal with programming and 
basic computer techniques. Finally, there is a rather un- 
sophisticated examination of the industrial, commercial, and 
scientific uses for computers, together with a glossary of terms 
used. 

All in all this book should be of great value to anyone coming 
to grips with the computer for the first time. 


Modern Management in Local Government: 
by R. S. B. KNOWLES. 
Butterworth, £3. 


This book is ideal reading for the local authority member. In 216 
pages it covers the background of local authority management 
from its basic forms of organization to the latest management 
aids. Such a compass is, of course, too small for fully com- 
prehensive coverage of so large a subject, so the book presents 
instead an individualistic view of the current local government 
scene. 

The relationship between the elected members and the per- 
menent staff is well described, and the book brings concisely 
into focus the recent recommendations for changes in local 
authority management patterns. The latest trends in corporate 
structures are described and the present spirit of change in the 
relations between council departments is captured without undue 
bias. 

The book’s concentration on human relations rather than on 
the technical services is exemplified by the fact that the chapter 
on personnel management is by far the longest in the book. 
Technical services are more briefly dealt with, and for the 
student the book will provide mainly a background to the further 
reading which is referred to in the footnotes. 


The Law of Contract 
Third edition by G. H TREITEL, B.C.L., M.A. 
Stevens, £4°50, paperback 2:50. 


Tne author of this 850-page book on the law of contract is a 
barrister and is Oxford All Souls Reader in English Law. In 
dealing with the many important changes which have occurred 
in contract law since the second edition appeared in 1966, he 
has been obliged to enlarge the book considerably. 

Mr Treitel deals with his subject in a pleasing and easily 
readable style. The book will be of particular use to students 
who are anxious to have brought home to them the fundamental 
principles of contract law and the nice distinctions which have 
to be made. 


RECENT PUBLICATIONS 


Tue Company DIRECTOR, fourth edition, by Alfred Read, 
XXXi--232 pp. 9X6. Jordan & Sons, £2-10. 

‘TAXATION OF AGRICULTURE IN INDIA, by Indian Merchants 
Chamber Economic Research and Training Foundation, 
76 Veer Nariman Road, Bombay. viit114 pp. 9X54. 
Rs.20, $4. 

‘ PALMER’S Company Law, Third Cumulative Supplement to 
the 21st edition. 9 x 6. Stevens, paperback, {1°75. 

INTRODUCTION TO AUDITING, by W. Scott Gilkison, B.COM., 
F.C.A. 97 pp. 83 X 54. Sweet & Maxwell, paperback, {1-13. 

Rosinson’s County Court Costs, fourth edition, edited by 
H. C. Collins. v+ 14r pp. 84 x 5$. Solicitors’ Law Station- 
ery Society, paperback, {2:10. 


` MARKETING FOR ProrIrT, second edition, by L. Hardy. xx- 


177 pp. 8} x 54. Longmans, £2°95. 


"These books may be obtained from, or through, Gee &- Co 
‘(Publishers}: Ltd, The City Library, est Strand, London 
WC2R 1JJ. 
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The Institute of Chartered Accountants 
in England and Wales 


Special and Ordinary Meetings of the Council 


` At special and ordinary meetings of the 


Council held on Wednesday, August 
4th, 1971, there were presert: 


Mr A. H. Walton, President, in the Chair; 
Mr D. S. Morpeth, T.p., Deputy President; 
Mr E. K. Wright, Vice-President; Messrs 
J. F. Allan, J. A. Allen, G. R. Appleyard, 
J. C. Bayley, D. A. Boothman, L. H. Clark, 
D A. Clarke, R. W. Cox, C. Croxton- 
Smith, S. M. Duncan, J. V. Eastwood, 
Professor H. C. Edey, Messrs 8. Edgcumbe, 
R. W. Foad, eng, E. J. Frary, R. F. 
Griffiths, W. Hare, J. S. Heaton, J. A. 
SEN A. W. John, c.B.E., G. B. Judd, 

O. A. Keel, S. Kitchen, Sir Ronald 
yen C.B.E., Messrs M. G. Lickiss, B. A. 
Maynard, W. R. McBrien, E. C. Meade, 
W. G Medlam, S. A. Middleton, W. 
' Bertram Nelson, cC.B.E., E. J. Newman, 
D. G. Richards, D. W. Robertson, J. D. 
Russell, E. C. Sayers, K. J. Sharp, T.D., 
R. G. Slack, H. G. Smith, C. C. Taylor, 
R. H. Taylor, A. G. Thomas, R. P. Tovey, 
D. N. Walton, J. Whitehead, R. G. Wilkes, 
O.B.B., T.D., I. C. Montgcmery Williams, 
R. G. Wilson. 


Chairmen and Vice-Chairmen 
of Committees 


The appointment of the following chair- 
men and vice-chairmen of Committees 
for the ensuing year was reported: 
Education 

Chairman, Mr A. W. John; Vice-Chairman, 
Mr R. H. Taylor. 

Examination 

Chairman, Mr J. S. Heaton; Vice-Chairman, 
Mr E. J. Newman. 

Investigation 


Chairman, Mr J. A. Jackson; Vice-Chairman, 
Mr J. F. Allan. 


Public Relations 
Chairman, Mr S. Edgcumbe; Vice-Chairman, 
Mr A. J. Burden. , 


A Policy for Education 
and Training 


~ 


. ` The following statement has been ap- 


proved for publication: 

The Council has autkorized the pub- 
lication of a discussior document en- 
titled A Policy for Education and Training 
which is to be issued immediately and 
given the widest possible circulation. 
The Council wishes the proposals in it 
to be studied and considered critically 


-by all concerned with the education and 


training of future members of the 
Institute, and welcomes views and com- 


ments. These should be received not 
later than October 7th, 1971. 


Referral at Examinations 


A system of referral at all examinations 
will be introduced in 1972. A candidate 
who is successful in all papers except 


one (in which he is only a narrow failure) 


will be allowed to take that one paper 
only again instead of resitting all papers. 
This system will lead to higher pass 
marks being required in each paper. 


Examination Results — May 1971 


It was reported that the results of the 
Final examinations held in May 1971 
were as follows: 


Pass Fail Total 
Final Parts and  .. 2 9 II 
Part I only i .. 1,551 1,679 3,230 








Part II only + .. 1,323 1,831 3,154 
| 2,876 3,519 6,395 


egenen 








The names of the successful candidates 
and of those placed in order of merit 
and awarded prizes were published as a 
supplement to The Accountant of July 
22nd. 


Admissions to Membership 


The following were admitted to member- 
ship of the Institute: 
Bance, Christopher, Guildford. 


Barua, Goutam Swapan Kumar, London N4. 
Beaumont, Julian John Bromhead, London NW, 


Cecil, The Hon. Anthony Henry Amherst, 
London SW7. 


Dosani, Mohammed Yusuf, London N38. 
Fletcher, Walter Karl, B.A., London WCz. 


Ganeson, Saravanamuttu Kathiravelu, London 
S 


Ws. 
Gascoyne, Barry, Norwich. 


-Godfray, John Verden, B.A., Esher. 


Green, Christopher John Hayden, B.A., London 
SWrr. 


Hobie Robert Ian, Morden. 

Hudson, Martin Arthur, London Wr. 
Hughes, Peter Milton Campbell, London W5. 
Husain, Akhtar, London W14. 


Kabraji, Pheroze Kaikus, London W2. 
Knight, Austin Peter, Sutton Coldfield. 


Lyall-Cottle, Hugh Maurice, 8.com., Chester. 


McCormick, Timothy Brian, B.A., Bray. 
Mahmood, Amjad, London SWio. 


Nayar, Arun Kumar, Tolworth. 


Newland, Timothy E B.A., Stoke-on- 
Trent. 
Onuorah, Celsus Nnabuenyi, ps, Stockport. 
Reed, David, Oxshott. 
Rowe, David, Bleek 
Rowland-Hill, John Duncan, Madrid. 
Shipp, Donald Albert, Maidstone. 
e, John David, B.A., Clevedon. 
Tegg, Peter Richard, LL.B., London SEx3. 
Thornton, Robert Walter, B. com., Potter Heigham. 
Walker, Hugh Stacey, B.SC., Bilston. 
Watts, Peter, Reading. 


Weston, Charles Stewar: Edward, Frankfurt. `, 
Whitfield, Charles Robert Dykes, B.A., London 


SW3. 
Whittam, Rodney James, Altrincham 
Wilks, Geoffrey Victor Edward, M.A., ‘Stamford. 


Yap, Francis Chee Wah, London SWr6. 


Fellowship 


The Council granted applications from 14 
associates to become fellows under clause 
6 of the supplemental Royal Charter. 


Members commencing to 
Practise 


The Council received notice that the 
following members had commenced to 
practise: 


Applebee, John Walter, A.C.A. anes Applebee & 
Co, 54 Gladstone Street, "Cross ‘Keys, Mon- 
mout share NP: 7PL. 


Barlow, James Roger, A.C.A., @1965; Horsfield & 
Smith, Belgrave Place, 8 Manchester Road, 
Bury, Lancashire BLgo oDU. 

Barton, Martin, A.C.A., a1968; Curitz, Berg & Co, 
15 Dumfries Place, Cardiff CFr 4NZ. 

Bates, Robert Alexander, A. CA. a1g6s; Moore, 
eee & Co, Bucklersbury House, London | 


P 4BN b 

Bell “4 ; A.C. A., a1965; John A. GE & SC 
Quern House, 68 Park Street, Hull HU2 8 

Bell, Michael Robert John, A.C.A., SE ; 2 
Middleton Close, London E4 SEA. 

Bramall, Graham Stuart, 8.A.{RCON.), A.C.A., 
a1964; Burne Phillips Hartley Turner, 41 
Spring Gardens, Manchester M2 2BS. 


x 


a indicates the year of admission to the Institute. 


aS indicates the year.of admission to the Society of 
Incorporated Accountants. 


§ means ‘incorporated accountant member’. 


Firms not marked f, or * are composed wholly of 
chartered accountant members of the Institute. 


' t against the name of a firm indicates that the firm, _ 


though not wholly composed of members of the 
Institute, is composed wholly of chartered ac- 
countants who are members of one or another of 
the three Institutes of chartered accountants in 
Great Britain and Ireland. 


* against the name of a firm indicates that the firm 
is not wholly composed of members of one or 
another of the three Institutes of chartered ac- 
countants in Great Britain and Ireland. 
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Briston, Richard Jeremy, B.SC.(ECON.), A.C.A., 
a1962; Briston, Johnson & Co, 61 Banks Lane, 
Riddlesden, Keighley, Yorkshire. 

Brooking, Gordon Norman, A.C.A., @1970; 60 
Queen Square, Bristol BS1 4JZ. 


Carr, Ronald Glyn, A.C.A., a1970; 31 Castle Street, 
Salisbury, Wiltshire. 

Chudley, Colin Henry Lewis, A.c.A., a1968; C. D. 
Bromhead & Co, Wallsend House, Derby’s 
Cross, Plymouth, Devon. 

Cope, Michael Francis Gordon, A.C.A., @1969; 
Newman, Shaw & Co, Avon House, 360-366 
Oxford Street, London W1N gHA. 


Dearing, Robert Stanley, A.C.A., a1969; Ford Bull 
Ellis & Sales, 1 Verulam Buildings, Gray’s Inn, 
London WCiR sLJ. 

Dent, Cyril Walter, F.c.a., a1950; Chelsea Cottage, 
29 Pannal Ash Road, Harrogate, Yorkshire 
HG2 9AA. 

Dodds, John Malcolm, A.C.A., a@1968; Dyke & 
Ruscoe, The Old Mansion, St Mary’s Street, 
Shrewsbury SY1 1EE. 

Dunkerley, Geoffrey James, A.C.A., @1963; Cooper 
Amt & Co, 10 James Street, Liverpool L2 
7PP. 


Fenton, Raymond William Gambier, A.C.A., 21966; 
Atkyns Manor, South Cerney, Cirencester, 
Glos GL7 5TT. 

Foggo, Eric Wilson, F.c.A., aS1950; 51 Torquay 
Road, Chelmsford, Essex CM1 5NX. 

Fry, John Carmichael, A.C.A., a1967; Haydon A 


Fry, 12 Queen Anne Terrace, North Hill, 
Plymouth PL4 SET. 
Gardiner, David Kim, A.C.A., @1970; D. K. 


Gardiner & Co, 4 Lothian Street, Dalkeith, 
Midlothian. 

Gee, David, A.C.A., a1962; *Anson L. Bentley A 
Co, 70 Chorley New Road, Bolton BL1 4BY. 

Goodman, Keith David, A.C.A., a1971; Keith D. 
Goodman & Co, 18 Howcroft Crescent, London 
N3 IPB. 

Gower, Ian James, A.C.A., a1970; 12 Shakespeare 
Close, Coseley, Bilston, Staffs. 

Gray, Brian, A.C.A., @1963; *Peat, Marwick, 
Mitchell & Co, 30th Floor, Tower Building, 
Australia Square, Sydney, NSW 2000, Australia. 

Gregory, Thomas Arthur William, A.C.A., 41967; 
Beer, Aplin & Co, 17-18 Southernhay West, 
Exeter, Devon. 

Griffiths, David Graham, A.C.A., 21966; Guy Wood 
& Palmer, 29 High Street, Battle, Sussex. 

Gubbay, Jacob, A.C.A., a1967; J. Gubbay & Co, 16 
Rookwood Court, Castlewood Road, London 
N16. 


Hann, Alan Horace, A.C.A., a1961; *Arthur Young 
& Co, GPO Box 2646, Sydney NSW 2001, 
Australia. 

Hargraves, Christopher Stanley, A.C.A., @1964; 
*Anson L. Bentley & Co, 70 Chorley New Road, 
Bolton BLı 4BY. 

Holland, Brian Robert, F.c.A., a1958; *Anson L. 
Bentley & Co, 70 Chorley New Road, Bolton, 
BL1 4BY. 

Honeywell, Peter Royston, A.C.A., @1970; C. 
Honeywell & Co, Old Greystones, Newbridge, 
Monmouthshire NP1 4EX. 

Horner, Paul, A.C.A., a1968; 2 Redcar Road, 
Wallasey, Cheshire, L45 8LY. 

Hutchings, John Attwood, T.D., M.A., F.C.A., 21956; 
32 Bluebridge Avenue, Brookmans Park, Herts. 
Hutchison, Peter David, F.c.a., @S1957; 200 

Oakwood Lane, Leeds LS8 2PE. 


Iacovou, Michael Stavrou, A.C.A., a1963; M. S. 
Iacovou & Co, 2 Lovers Walk, Finchley Central, 
London N3. 


Kirk, Geoffrey Sinclair, A.C.A., a1961; *Cooper 
Brothers & Co, GPO Box 2650, Sydney NSW 
2001, Australia. 

Kirtley, George, A.C.A., a1961; Kirtley & Co; 10 
Carver Street, Sheffield S1 4FS. 


Lampert, Richard, A.C.A., a1971; Richard Lampert 
& Co, 5 Cropthorne Court, Maida Vale, London 
Ww 


Q. 

Lanch, David, B.LITT., M.A., A.C.A., @21969; Mann 
Judd & Co, 8 Frederick’s Place, Old Jewry, 
London EC2R 8BT. 

Lowrey, Thomas Walker, A.c.A., a1969; J. F. W. 
Robinson & Co, District Bank Chambers, 
Lowther Street, Whitehaven, Cumberland. 

Lugg, Roger Bruce, A.C.A., a1966; Davis, Burton 
Moon & Co, South London House, 267 High 
Street, Croydon CRO 1QH. 


McNeil, Bernard Charles, F.C.A., aS1949; Maurice 
Holmes & Co, 44 High Street, Chatham, Kent. 
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McNeil, David Keith, A.C.A., a1968; J. F. W. 
Robinson & Co, PO Box 10, Oxford Chambers, 
New Oxford Street, Workington, Cumberland. 

Manning, Keith, A.C.A., a1961; *Price Waterhouse 
& Cia, Rua Alfredo Trony 15-A-8, Caixa 
Postal 2269, Luanda, Angola. 

Myers, Roger, A.C.A., @1971; Goodman Myers 
Smith & Co, 273-287 Regent Street, London 
WIR 8BA, 


Newman, Colin Maurice, A.C.A., a1971; Colin 
Newman & Co, 20 Chessington Lodge, Regent’s 
Park Road, Finchley, London N3. 

Norfolk, James Barry, A.C.A., @1967; Norfolk & Co, 
I e Chatsworth Grove, Boroughbridge, York- 
shire. 


O’Brien, Alan John, A.C.A., a1971; Croft, May A 
Co, Brook House, 33 Marloes Road, London W8. 

O’Hare, John Daniel, A.C.A., a1969; J. F. W. 
Robinson & Co, District Bank Chambers, 
Lowther Street, Whitehaven, Cumberland. 

Oliver, Edward Morgan, A.C.A., a1965; Shipley, 
Blackburn, Sutton & Co, 52-53 Jermyn Street, 
London SW1. 

Osborne, John Trevor, F.c.A., @1953; West & 
Drake, 16 Market Place, Reading RG1 2ER. 


Packman, Jeremy David, B.SC.(ECON.), A.C.A., 
a1g70; Richard Leslie Co, 8 Queen Anne 
Street, London W1M 9LD. 

Parkin, Paul James, A.C.A., 21969; Lodge & Winter, 
19 Lemon Street, Truro, Cornwall. 


Ramsden, Ronald Charles, F.c.A., a@1951; Eric D. 
Armitage & Co, 18 Shipton Street, Morecambe 
& Heysham, Lancashire. 

Reid, John Lewis, A.C.A., a1962; Kingscott, Dix A 
Co, 15 Queen’s Road, Evesham, Worcestershire 
WRi1 AW. 

Richardson, David Charles, F.c.A., a1960; *Hunt, 
Richardson & Co, 10615 SE 256th, Kent, 
Washington 98031, USA. 

Robinson, Alan, A.C.A., a@1968; Cook & Co, 87 
Lord Street, Liverpool L2 6PH. 

Rowland, Dennis Charles, A.C.A., a1970; Dennis 
Rowland & Co, 16 Mawson Close, Wimbledon, 
London SW20. 

Rudd, Ivan Clifford Victor, A.C.A., a1969; THartley 
ee Surrey Chambers, Surrey Street, Lowes- 
toit. 

Sander, Stephen Michael, A.C.A., a1968; David 
Hart & Co, Torrington House, 811 High Road, 
Finchley, London N12 8JW. 
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Shakallis, Loizos, A.C.A., a@1969; 39 Democratias 
Street, Flat 3, Famagusta, Cyprus. 

Smith, Leslie John, A.C.A., 21968; L. J. Smith & 
Co, 89 Priory Road, Hungerford, Berks, 

Somani, Madatali Juma, A.C.A., a1966; tLawrie 
Prophet & Co, 7 Parliament Avenue, PO Box 
93, Kampala, Uganda. 

Sykes, Derek, A.C.A., @1963; 2 Park Avenue, 
Yatton, Bristol BS19 4AA. 

Tarrant, Michael Francis, A.C.A., a1966; Wright, 
Stevens & Lloyd, 50 Cannon Street, London 
EC4N 6LA. 

Thei, John Anthony, A.C.A., @1971; Maurice 
Thei & Co, 19 Charing Cross Road, London 
WC2H oEFS. 

Venning, Martin John Wentworth, A.c.A., a1965; 
+Finnie Ross Welch & Co, Harfield House, 122 
Vicar Lane, Leeds LS2 7NN. 

Whittingdale, Thomas Jennings, A.C.A., @1965; 
*Whiting & Partners, 18 Hatter Street, Bury St 
Edmunds, Suffolk. 

Wilkes, Bernard Laurence, A.C.A., a1971; The 
“oa gn Sandy Lane, Ivy Hatch, Sevenoaks, 

ent. 


Readmissions to Membership 


Subject to payment of the amounts 
required by the Council, two former 
members of the Institute were re- 
admitted to membership under clause 23 
of the supplemental Royal Charter. One 
application under clause 23 was refused. 
It was reported to the Council that the 
following readmissions, made at the 
Council meeting on July 7th, 1971, 
subject to payment of the amounts 
required, had become effective: 


Goodare, John Shaw, F.c.A., 12 Fairfield Road, 
Halesowen, Worcestershire. 

Randle, Kenneth Roy, A.C.A., 
Catherine Street, London WCz. 


Roach, Bremer Henry, F.c.A., The Spanish House, 
Beacon Road, Seaford, Sussex. 


Top Flat, 33 


FINDINGS AND DECISIONS OF THE APPEAL COMMITTEE 


Findings and Decisions of the Appeal Committee of the Council of 
the Institute at hearings held on 8th July 1977 


1. The Appeal Committee heard an 
Appeal against the Finding and Decision 
of the Disciplinary Committee of the 
Council of the Institute upon the follow- 
ing formal complaint preferred by the 
Investigation Committee of the Council 
to the Disciplinary Committee: 

That James George Downard a 
member of The Institute of Chartered 
Accountants in England and Wales has 
been guilty of acts or defaults dis- 
creditable to a member of the Institute 
within the meaning of clause 21 (3) of the 
Supplemental Royal Charter 

In that he, without due cause, failed 
within a reasonable time to reply to the 
usual professional reasons letter sent to 
him on 5th May 1970 by a firm of 
chartered accountants in connection with 
the affairs of a company then one of his 
clients 

And in that he failed, within a reason- 
able time or at all, to comply with a 
legitimate request made on 22nd October 
1970 by the solicitors for the said 


company, formerly clients of his, that he 
send forthwith to the said firm of char- 
tered accountants all papers and docu- 
ments in his possession dealing with the 
tax affairs of the company. 


Finding 

The Appeal Committee affirmed the 
Finding of the Disciplinary Committee 
that the formal complaint against James 
George Downard had been proved under 
both headings. 


Decision 


The Appeal Committee affirmed the 
Decision of the Disciplinary Committee 
that James George Downard of 2 High 
Street, Sutton, Surrey, be excluded from 
membership of the Institute. 


2. The Appeal Committee heard an 
Appeal against the Finding and Decision 
of the Disciplinary Committee of the 
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Council of the Institute upon the follow- 
ing formal complaint preferred by the 
Investigation Committee of the Council 
to the Disciplinary Committee: 

That a former clerk under articles has 
been guilty of an act or default which 
might render him unfit to become a 
member of the Institute within the mean- 
ing of clause 22 (a) of the Supplemental 
Royal Charter 


(a) In that he on or about 17th 
October 1970 drew a cheque in pay- 
ment of his entrance fee for Part 
II of the Final examination of the 
Institute in the sum of nine 


ACASS Reaction to Institute 
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guineas on his account with a bank 
without ensuring that there were 
sufficient funds in that account to 
meet the said cheque which was 
dishonoured on presentation 


(b) And in that he on 23rd November 
1970 drew a cheque in payment of 
his entrance fee for Part II of the 
Final examination of the Institute 
in the sum of nine guineas on his 
account with a bank without en- 
suring that there were sufficient 
funds in that account to meet the 
said cheque which was dishonoured 
on presentation. 


Proposals on Education 
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Finding 
The Appeal Committee affirmed the 
Finding of the Disciplinary Committee 
that the formal complaint had been 
proved. 


Decision 


The Appeal Committee, varying the 
Decision of the Disciplinary Committee, 
ordered that the former clerk under 
articles be reprimanded but the Com- 
mittee decided that there existed special 
circumstances justifying the omission of 
his name from the publication of the 
Finding and Decision. 


Bill Dorman, Chairman of the ACASS Education Board, sets out below the 
initial ACASS reaction to the Institute’s education proposals now published. 
The proposals are reproduced in full elsewhere in this issue and are discussed 


in a leading article. 


CASS welcomes the document A 

Policy for Education and Training 
in that it is at the least an attempt to make 
an objective and comprehensive, if vague, 
examination of the way in which a 
chartered accountant should receive his 
academic education and technical train- 
ing. It does contain many points which 
ACASS has raised with the Institute over 
the last few years, and in recent months 
especially, and is thus doubly welcome. 
The views expressed here deal with 
the general significance of the various 
sections of the document, and give the 
initial reaction of ACASS. 


Entry standards 


The raising of the entry standard to ‘A’ 
levels has already been welcomed by 
ACASS, and shows appreciation by the 
Institute both of current developments in 
tertiary education and of the depth of 
academic education that will be required 
by a chartered accountant in order to deal 
with the ever more complex problems of 
professional life. 

ACASS is also pleased to note the 
increased attention being paid to gradu- 
ates and believes that the Institute is 
right to provide incentives to encourage 
this type of entrant. We feel that special 
efforts should be made to recruit gradu- 
ates of a wide range of disciplines, so 
that’ the profession has the broadest 
possible base. 

We are very much in favour of sand- 





Bill Dorman, Chairman, ACASS Education 
Board 


wich courses because they alleviate many 
of the worst features of the present 
education ‘system’. They help provide 
a bridge between increasingly specialized 
theory and practical office work, not only 
for the student concerned, but for the 
profession as a whole. They may also 
encourage a greater sympathy between 
those who regard ‘academics’ as the 
Achilles’ heel of accountancy and those 
that feel that research in the universities 
and colleges must positively lead the 
practitioner to increase the effectiveness 
and validity of his services. 


Technical training 
ACASS has pressed the Institute for 


several years to recognize that longer 
periods of full-time study during articles 


are essential if the standards of the pro- 
fession are to be maintained, let alone 
advanced. This has now been accepted 
by the document, as it recommends that 
the ‘long-term aim’ is the provision of 
three-month full-time courses before 
each examination, ‘preceded by periods 
of private study, under tutorial guidance’. 
It is of great significance that the report 
suggests that the Institute should accept 
some responsibility for the standards 
of educational facilities by ‘encouraging’ 
the provision of courses and by recogniz- 
ing certain courses as meeting broad 
requirements. ACASS has been stressing 
the urgency of the need for the Institute 
to begin taking an interest in standards, 
and to realize that setting examinations 
is of minor importance in the educational 
process; at last the Institute is to take a 
first step, albeit very gingerly. 


Tutorial guidance 


It is of interest to note that the three- 
month courses should be preceded by 
study under ‘tutorial guidance’. This 
would seem to eliminate correspondence 
courses unless tutors are made available 
in every region for guiding the students. 

We are glad to see that co-operation is 
to be encouraged between tutors and the 
Institute, and hope that this heralds a 
major step by the Institute towards 
taking an active interest in education. 

It seems that the examination committee 
will no longer have to achieve the im- 
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possible by setting papers which cover 
every aspect of a very wide syllabus. 
ACASS has been pressing for papers to 
test the understanding of principles, and 
the move to restrict the scope of the 
syllabuses whilst increasing their depth, 
should facilitate this ideal. We are also 
pressing for the candidates to be allowed 
tax tables and the Companies Acts in 
the examination room and feel that this is 
now a logical step. 


Examination syllabus 


It is not proposed to comment here in 
detail upon the suggestions for the revision 
of the syllabus. The three examinations 
do appear, though, to bear greater 
relevance to that which the student is 
learning, or should be learning, in his 
office work, than is the case at present. 
The choice of questions given in certain 
papers we feel to be a realistic method of 
covering the syllabus, wide as it will still 
be. 

ACASS has requested referral in one 
paper, and this is now accepted [see page 
246 of this issue]. We think ‘that this 
should alleviate to some extent the unfair 
nature inherent in any examination and 
should also help to improve standards. 


Post-qualifying education 


ACASS supports the principle of testing 
those who have received their initial 
qualification. We feel that this is essential 
in order to lend credibility to those 
engaged in specialist work in their 
careers and to encourage the continual 
application to study during professional 
life. We think that a word of caution 
should, however, be sounded. If the 
range of tests is initially too wide, the 
confusion could be such as would remove 
much of the tests’ value, In any case, the 
Institute will have to work very hard to 
obtain widespread recognition of the 
tests, especially by those outside the 
profession. 


Conclusion 


The document vindicates many of the 
suggestions and much of the recent work 
by ACASS. It seems strange that so 
many ideas put forward over the last 
year or so to the Institute at numerous 
meetings, both official and unofficial, 
should then have been dismissed with 
scepticism, and now are included in an 
official report. 

This document is also valuable because 
it recognizes that education and training 
cannot be regarded in isolation from one 
another and that the major steps which it 
recommends must act on both. Let us 
hope that the Institute has, for once, the 
courage and foresight to act firmly and 
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quickly in using this report to implement 
an education and training structure which 
will bring the profession, whether scream- 
ing or not, into the twentieth century, 
and even towards the next. 


ACASS EXECUTIVE MEETING 


Tue ACASS Executive met at Chartered 
Accountants’ Hall last Friday, and among 
those present were David Gilks, Chair- 
man, Tony Robinson, Margaret Fray, 
Peter Atkinson, Bob Carter, John 
Underhill and Stephen Parry. 

Subjects on the agenda included: a 
document on transferability of articles 
for the next Institute Liaison Committee; 
change of Student Society Rules; the 
date of the Joint Steering Committee for 
the next Education Council; a review of 
publicity; agenda and other arrangements 
for the September Council Meeting in 
Manchester, and the new Training 
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Record (referred to in The Accountant 
last week, under ‘Current Affairs’). 


Another twenty items were also 
covered, so it was a fairly intensive 
meeting. 


SHEFFIELD 
TROUBLE-SHOOTER 


SHEFFIELD CASS have formed a new 
sub-committee under the title ‘Students’ 
Welfare Sub-Committee’ to keep a 
watchful eye on, and to assist with, 
such matters as salaries, principal-clerk 
relationships, educational surveys, grants, 
conditions of employment, together with 
any other matters which affect members’ 
work, 

John Fallon is the chairman of this new 
committee and members who have any 
legitimate grievances as far as their work 
is concerned should communicate with 
him. His telephone number is 20289. 


Memorandum on Passing Exams 


SOME interesting observations on passing 
the Institutes exams are contained 
in the summer issue of TRident, the 
house journal of Touche Ross & Co. 

The author, Peter Watkins, who 
joined the firm as a five-yéar articled 
clerk and who qualified in May last year, 
is convinced that the correspondence 
course provides the best means of prepa- 
ration for the examinatidns. 


Finish the papers 


First and foremost, he believes it is 
imperative to finish the correspondence 
course papers, and adds: ‘My personal 
view is that Foulks Lynch, are the best 
for correspondence courses and even 
if one has to work the questions with the 
aid of the textbooks, one will still retain 
some knowledge when one revises. 
Naturally, with the pressure of work in 
the office at the present and also due to 
the fact that the vast majority of new 
articled clerks are doing three-year 
articles, study in the evenings is becoming 
more difficult. But the work must be 
done and the articled clerk must strike 
a happy medium and he should not be 
required to work excessive overtime. 
This, however, is his battle for in my own 
opinion his first objective must be to pass 
the exams and secondly to work hard 
for the firm’. 

Peter Watkins’ advice to articled 
clerks doing correspondence courses is 
never to hand in papers or questions 
they think to be wrong. The best way in 
which to tackle papers, he says, is to 
endeavour to work them without the 
textbook; only on failure should one 


use the book as a guide. His reason for 
saying this is because the model answers 
take up to three weeks to be returned 
and there is not all that much time to 
go through them in great detail until 
the revision period. 

What must be borne in mind, he feels, 
is that before each exam it is worth 
considering spending money on a good 
course. Earnings gained later by passing 
exams first time obviously outweigh 
the wasted money on poor courses. In a 
nutshell, he says, first finish the Foulks 
Lynch course and then attend a good 
private sector course. His experience in 
the public sector was unhappy: for the 
Part I, he paid a nominal £5 to go on a 
four-week course at Luton Technical 
College, where, in his opinion, the 
standard of teaching was so poor that 
he left after two weeks. 


Obvious advantages 


‘Cram’ courses in large firms, states 
Peter Watkins, have some very obvious 
advantages. They enable the office to 
have good control over their articled 
clerks during study leave, and they ensure 
that nobody is wasting his time. Also, 
by employing good tutors, the firm can 
obviously increase pass rates. 

The author goes on to make the point 
that if the firm charges a proportion of 
the cost involved to the articled clerk, 
or secures a declaration that he will 
remain after qualification for one to two 
years, it should help cover a proportion 
of the cost or go some way to over- 
coming the problem of turnover of 
newly qualified staff. 
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AUTUMN MEETINGS AT 
SOUTHAMPTON 


WITH summer pleasures drawing to a 
close, lecture time starts again shortly 
for members of the Southampton CASS 
who will be back at the Polygon Hotel 
for their first autumn meeting on 
Friday afternoon, September roth. The 
speaker will be Mr P. F. Willett, A.c.w.a., 
of Foulks Lynch, who will lead members 
through the maze of budgeting and cash 
flow. 

The second meeting, on ‘Tuesday, 
September 21st, also at the Polygon, 
will take the form of a one-day course on 
consolidated accounts to be conducted 
by Mr Donald Rich, F.c.a. 

Members are requested to make a 
firm date in their diaries for both these 
meetings. The committee hopes that 
there will be a good turn out. 


Inter-Office League 


Despite not having, as yet, a full list of 
regular players, Southampton CASS have 
gone ahead and formed a football team 
to take part in the Southampton Inter- 
Office League which plays on Sunday 
mornings. 

Only a few extra regular players are 
needed and members of the Society who 
would like to show off their soccer 
skills should contact Keith May, 11 
Westwood Road, Southampton. Tele- 


phone 59633. 


MORE FOOTBALLERS NEEDED 


THE first team of the Shefheld CASS 
football club known as Chartac FC 
(referred to under ‘Roundabout’ on 
July 29th) will shortly play its first match 
in Division I of the Sheffield Imperial 
League. The Society is hoping for 
enough support to enter a second team 
in Division III and any member in- 
terested in playing in this latter team 
should contact Phil Hall, c/o Cooper 
Brothers, 14 Cross Burgess Street, 
Sheffield Sı 1QA. Telephone 29141 


(home 399318). 


BRISTOL CRICKET 


THIs year’s six-a-side cricket competition 
of Bristol CASS was won for the second 
time in succession by Turquand, Youngs & 
Co with guests, who beat Harmood 
Banner & Co in an exciting final by one 
run. 

Some intelligent cricket was played 
right from the preliminary rounds and 
with conditions perfect for play, coupled 
with a reasonable number of teams 
entering, the competition culminated 
with Thornton Baker & Co (last year’s 
runners-up) joining Arthur Young, 
McClelland Moores & Co and the 
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eventual finalists in the semi-finals. 


These were completed on the first 
evening with the final being played one 
week later. 


Theatre Visit 


A visit has been arranged to Stratford 
on August 25th to see Shakespeare’s 
‘Merchant of Venice’. A coach will be 
leaving Canons Marsh at 4.45 p.m. 
sharp. The cost of the visit is {1 and 
tickets are available from Chartered 
Accountants’ Library, Albion Chambers, 
Small Street, Bristol. 


HALF-DAY COURSE AT 
BOURNEMOUTH 


MEMBERS of the Bournemouth CASS 
with hire-purchase and sale of goods 
problems would do well to resolve their 
difficulties at a half-day course on the 
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subject which the Society is holding on 
Tuesday, September 7th, at the Tralee 
Hotel, West Hill Road, West Clif, 
Bournemouth. Commencing at 2.30 and 
continuing until 5 p.m., the speaker 
will be Mr J. Thompson, M.A., LL.B., 
Barrister. 


REVISION COURSES 
AT BRIGHTON 


ONCE again the South Eastern Society of 
Chartered Accountants is holding re- 
vision courses for Final Part I and Part II 
students; in previous years these have 
been regarded as filling a valuable gap in 
tuition programmes. The courses will be 
held at the Royal Pavilion, Brighton, 
from September 6th—1oth, and applica- 
tions to attend should be made to Mr 
R. H. Burton, F.c.A., assistant secretary 
of the Society, 15 Wrotham Road, 
Gravesend, Kent. 


Exeter's Education Problems — 


A CONSTANT grumble from students is the 
generally low standard of teaching at 
polytechnics, despite the encouragement 
by the Institute for qualified members 
to take up this vocation. Exeter CASS 
along with other societies is no exception. 

A progress report from the working 
party set up at the instigation of the 
Education Council of ACASS is a clear 
indictment of the poor polytechnic teach- 
ing methods in the area. The Society’s 
members are spread over a very wide area 
and, at first glance, Plymouth Polytechnic 
would appear the ideal ‘school’ but, unfor- 
tunately, ‘there is not one articled clerk 
who has expressed a good opinion of the 
standard of teaching’. 

Whilst Exeter University remains the 
other possibility, the fact remains that 
as it is a university, the Society might well 
experience problems in tailoring courses 
to meet members’ needs. Furthermore, 
any course of substantial duration would 
have to be residential. This raises the 
problem that university vacations do not 
correspond with the Institute’s pre- 
examination periods. 

Like Liverpool’s working party report 
(‘Roundabout’, June 24th), the Exeter 
Society has found that the ‘minimum 
study leave clause’ is generally taken as a 
maximum, and this affects the pre- 





Course 
Nine-month course. 


Regular local supervision of correspondence 
courses (possibly ‘day a fortnight’ as is now 
being tried out by Plymouth Polytechnic). 


Intermediary short intensive courses. 
Pre-exam revision (eight weeks). 


A Progress Report 


exam course time available to a student. 

Miss Mary C. Wilson, the Society’s 
chairman, in expressing some personal 
views on the problem resulting from some 
wide-ranging discussions with members, 
states that in so far as she can determine, 
most students would appear to agree 
with the possible solution set out at the foot 
of this page, showing courses and colleges. 

However, these probable answers to the 
subject depend, among other things, says 
Mary Wilson, very much upon Plymouth’s 
standard of courses being completely 
‘revolutionized’ and examination dates 
being changed so that university ac- 
commodation and facilities can be used 
at reasonable cost for pre-exam courses 
during vacation periods. 

She also believes it necessary for both 
principal and student to share in the cost 
of courses and for the clause in articles 
concerning study leave to be amended. 
In this instance, she agrees entirely with 
Liverpool’s report. 

Although additional time is allowed 
without pay, some principals are now 
considering extending the articles of 
nine-month students. ‘I believe’, she 
states, ‘that the point of minimum time 
spent in the office enters into this, and I 
think that the Institute will eventually 
have to re-word articles in this respect’. 


College 
Plymouth Polytechnic. 


Plymouth Polytechnic, Exeter Technical 
College (and at other ‘centres’ by local 
‘volunteers’ where not catered for). 


Plymouth Polytechnic and Exeter University. 
Plymouth Polytechnic and Exeter University. 
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PROFESSIONAL NOTICES 


ALLAN, CHARLESWORTH & Co, Chartered 
Accountants, of 17 St Helen’s Place, 
London EC3A 6EA and Harper, FEATHER 
& PATERSON, Chartered Accountants, of 
1-4 Copthall Chambers, Angel Court, 
London EC2R 7HX, announce the asso- 
ciation of their two practices. With effect 
from July ist, 1971, Messrs GEORGE 
DUNCAN, C.A., JOHN KELLOCK LAURENCE, 
T.D., B.L., C.A., FREDERICK GEORGE 
ROLLASON, F.C.A., and Hen THOMAS, 
A.C.A., partners in ALLAN, CHARLESWORTH 
& Co, have been admitted partners in 
HARPER, FEATHER & PATERSON. For the 
time being both practices will operate 
from their present addresses. 


HEDLEY Dunk & Co, Chartered Ac- 
countants, of 26 Lowfield Street, Dart- 
ford, Kent, announce that they have 
admitted to partnership Mr ANDREW 
PETER DUNK, A.C.A. 


Mr Denis ALFRED PALMER, F.C.A,, 
and Mr JOHN HENRY MAUNDERS, A.C.A., 
announce that with effect from January 
31st, 1971, the partnership formerly 
subsisting between them in the firms of 
Chartered Accountants of D. A. PALMER 
& Co and DinspaLE YounG & Co has 
been dissolved by mutual consent. With 
effect from that date Mr D. A. PALMER 
carries on the practice of D. A. PALMER & 
Co on his own account from 86-88 
Richmond Road, Kingston upon Thames, 
Surrey, and Mr J. H. Maunpers carries 
on the practice of DINSDALE YOUNG A 
Co on his own account from 29 Victoria 
Road, Surbiton, Surrey. 


PANNELL, KERR, FORSTER & COMPANY 
and WILSON, BisHop, Bowes & CRAIG, 
Chartered Accountants, announce that 
Mr Epwarp Francis MANNIX, LL.B., 
F.C.A., is now a partner in their Australia 
firm at Bank of New Zealand House, 333 
George Street, Sydney. 


STUBBS, PARKIN & SoutH, Chartered 
Accountants, of Liverpool, Whitchurch, 
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Market Drayton and Wem announce that 
on July 31st, 1971, Mr F. J. Sweeney, 
F.C.A., resigned from the partnership. 


APPOINTMENTS 


Mr Roy Astley, F.c.a., formerly deputy 
chairman of Eva Industries, has become 
chairman of the company. 


Mr Ross Anderson, M.A., A.C.A., has 
been appointed financial director of Seat 
Reservation Systems and all its sub- 
sidiaries. 

Mr Richard Cashmore, F.c.A., has 
been appointed managing director of 
John Cashmore with effect from October 
Ist. 


Mr Derek R. Marsh, LL.B., A.c.Cc.A., 
has been appointed managing director of 
Crane Fruehauf Trailers. 












Mr D. R. Marsh ` Me P. E. Wilson 

Mr P. E. Wilson, A.C.A., has become 
financial director of Bowyer Plant Hire & 
Transport, a subsidiary of Richards & 
Wallington Industries. 


Mr Hilary S. Scott, pD.s.o., F.c.A., has 
become chairman of Business Expansion. 


Mr L. J. Wilds 


Mr H S. Scott 


Mr L. J. Wilds, F.c.a., formerly financial 
director of Davidson & Co, has become 
commercial director of the company. 


Mr Kenneth Forster, F.c.a., has been 
appointed a director of Haslemere 
Estates. 


Mr U. A. Mutallab, a.c.c.a., has been 
appointed financial controller to the New 
Nigerian Development Company, 
Kaduna, Nigeria, with effect from Sept- 
ember Ist, 1971. 

Mr Peter V. Phillips, a.c.a., group 
financial controller of Bacal Construction 
has in addition been appointed group 
secretary. 


Mr Keith L. Smart, B.A., A.c.c.A., has 
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been appointed financial director of H. J. 
Heinz Company. 

Mr Bernard Smith, A.C.A., has become 
group secretary and financial controller 
of Patent Industrial Group. 


Mr H. G. Wrigglesworth, F.c.A., has 
become finance director of the Mersey 
Docks and Harbour Company which 
came into operation on August 2nd. 


PATENTS AND THE 
PATENT OFFICE 


A new booklet, About Patents, published 
last week, describes in detail the infor- 
mation retrieval services provided by the 
Patent Office — the largest technical 
publisher in the country — and how to 
make use of them. 

With industry’s R and D costs reaching 
a high level, the use of inexpensive 
Patent Office services for finding prior 
patent specifications dealing with any 
aspect of manufacture can prevent waste 
of time on the development of ideas 
which are not, in fact, novel. Manu- 
facturers can also be kept aware of what 
is being patented in their own particular 
fields. 

The booklet also deals briefly with 
applying for a patent, what happens to 
the application, the exploitation of a 
patent including licensing, and how to 
obtain details of accepted patents, and 
contains a list of publications available 
from the Office and from other bodies 
concerned with invention and patent 
literature. 

The booklet is available free of charge 
from Sale Branch, The Patent Office, 
Orpington, Kent DR: 3RD. 


INCREASE IN GENERAL RATES 


All but five local authorities show an 
increase in rates over 1970-71, according 
to the Return of Rates 1971-72 published 
recently by The Institute of Municipal 
Treasurers and Accountants. The pub- 
lication gives details of the rate levies of 
859 local authorities in England and 
Wales, where the average rate increase 
was Lis per cent for 1971-72. 

Domestic ratepayers did not feel the 
full impact of this increase because the 
Government increased the domestic rate 
relief from 84 pence in 1970-71 to oi 
pence in 1971-72. Nevertheless, 13 (11 
urban districts and two non-county 
boroughs) increased their rate in the £ by 
more than 20 pence, and the return shows 
that no authority has a rate of less than 
50 pence in the £, and 44 have rates over 
100 pence — compared with only six 
shown in the 1970-71 publication. 

Copies of the return may be obtained 
from the Secretary, The Institute of 
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Municipal Treasurers and Accountants, 
1 Buckingham Place, London SWi1E 
6HS, price {1°50 each, post free. 


IN PARLIAMENT 
Upper Clyde Shipbuilders Ltd 


Dr Dickson Mason asked the Lord 
Advocate what steps he is taking to pre- 
vent the liquidation of Upper Clyde 
Shipbuilders prior to the ascertainment 
of the views of the creditors; and whether 
he will make a statement. 

The Lord ApvocaTe: An order that 
Upper Clyde Shipbuilders be wound up 
under the provisions of the Companies 
Act 1948 was pronounced by the Court 
on Friday, July 30th. I have no locus 
to intervene in these proceedings. 

It is competent to any creditor to apply 
to the Court at any time after an order 
for winding up has been made, to stay all 
proceedings in relation to the winding 
up by virtue of the provisions of section 
256 of the Companies Act 1948. 

Hansard, August 2nd, 1971. Written 
answers, col. 240. 


Accountants and Tax 
Consultants: Registration 


Mr ArtTuHur Lewis asked the Chancellor 
of the Exchequer whether he is aware 
of the growing practice of persons es- 
tablishing themselves as alleged ac- 
countants and tax consultants, without 
any qualifications or degrees, and that 
this causes difficulties for the Inland 
Revenue Department; and whether he 
will consider taking steps to initiate a 
system of registration on a similar basis 
to that adopted for opticians, doctors 
and dentists for persons acceptable to 
and qualified for this liaison with the 
Department of Inland Revenue. 

Mr Hıccıns: I am not aware of any 
special increase in the number of un- 
qualified tax advisers. If the hon. member 
has any particular cases in mind perhaps 
he will send me particulars of them. 

Hansard, August 3rd, 1971. Written 
answers, col. 265. 


Old Pennies and Threepenny 
Pieces | 
Dr GLYN asked the Chancellor of the 
Exchequer if he is aware of the concern 
felt by many charities that the date for 
return of old pennies and threepenny 
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pieces does not allow sufficient time for 
them to clear their charity collecting 
boxes without recourse to special clearing 
arrangements entailing considerable ex- 
pense to the charity concerned; and if 
he will consider taking steps to postpone 
these dates. 

Mr Hiccins: Provisions have been 
made to meet problems of this sort and 
the Decimal Currency Board has written 
to charities about them. 

Hansard, August 3rd, 
answers, col. 266. 


1971. Written 


Tax Revenue 


Sir G. NABARRO asked the Chancellor of 
the Exchequer what was the percentage 
of the total yield of taxation in each 
of the 12 years 1960 to 1971, inclusive, 
represented by each of the following 
taxes, namely, income tax, surtax, pur- 
chase tax, petrol duty, tobacco duty, 
customs duties on excise alcohol, cor- 
poration tax, formerly income and profits 
taxes on corporation profits, selective 
employment tax, import duties, gambling 
taxes, estate duty and all other taxes, 
indicating which figures are provisional. 

Mr Maurice MACMILLAN: I am not 
yet able to make satisfactory estimates for 
1971. Following are the figures for 1960 
to 1970: 
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CERTIFIED ACCOUNTANTS’ 
ONE-DAY SEMINARS 


The management information services 
committee of The Association of Certi- 
fied Accountants has arranged one-day 
seminars in conjunction with the Inner 
London Education Authority on low- 
cost electronic data processing, to be held 
at Putney College for Further Education, 
50-52 Putney Hill, London SW1s, 
on the following Saturdays: September 
25th, November 13th and December 4th. 

As full-scale electronic data processing, 
involving a heavy investment in computer 
hardware and in specialized personnel, is 
frequently not economically feasible, the 
speakers at the seminars will discuss the 
utility of low-cost computing and data- 
processing aids. Their talks will be 
followed by demonstrations of terminal 
equipment on-line to a computer bureau, 
unit record accounting equipment, desk- 
top electronic calculators, and visible 
record computing equipment. 

Fee for each seminar is £10, including 
refreshments and buffet lunch, and 
applications should be made to the 
Courses Office, The Association of 
Certified Accountants, 22 Bedford Square, 
London WC1B 3HS. 


SPECIFIED T AXES AS A PERCENTAGE OF TOTAL CENTRAL GOVERNMENT 
RECEIPTS FROM TAXATION * 


1960 IQÓI 1962 1963 1964 1965 1966 1967 1968 1969 1970 


Profits tax, excess profits tax 


etc. eg 4°7 s2. 57 
Income tax... T .. 40°O 417 42°5 
Surtax .. i De cic ` 2eë éch 
Purchase tax? . gI 85 85 
Petrol duties (hydro- carbon 

oils)t ; 2 — A E 
Tobacco duty . 14°7 I&O 13°! 
Duties on alcohol (beer, wines, 

spirits) D i a) ir 2920 
Corporation (asi F So 
Selective employment tax .. — — — 
Import duties (protective duties 

and err charge on 

imports) vi SE ` ep 423 
Betting and gaming duties ay of 20'S 
Estate (death duty) 42 42 4O 

50 49 


All other taxes irs ae 
TOTAL iy 


. 100°O IOOʻ'O 100°0 100°0 I100°0 IOOʻO IO 


5 57 SR rg or or —- — 
42°0 40°9 41°8 45°8 368 36°3 363 37°5 
20, 25 zeg 2's Fo “top. TS Es 
Rau 88 8:0 ob ug: Bee 8:4 183 
ek SO os ok: OS gar “Os 
CRT 13°! 12°4. 18°4-304 gA Sg o 
72 73 ob ee ee O68 fg 29 
— —- — — Lt 10°99 10°O I11°2 
ges — = 8344 54 Zeta 
gen, 29 42° Ak rm sO ee 
O4..0°§ GA Op o ob: ep: 03 
dë" 43. 38 mé: 29. Mk 
49 46 44 37 40 69 66 
O'O 100°0 IOO'O IOO'O 100'0 


*Taxes on income, expenditure and capital as defined in the national income accounts. 


*Purchase tax and duty on hydro-carbon oils are before deduction of export rebates, which are 


deducted from ‘all other taxes’. 
"After deduction of overspill relief. 


Hansard, August 5th, 1971. Written answers, 


col. 398. 
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Dollar Devaluation 


T would be remarkable if the effective devaluation of the US dollar did 

not evoke mixed feelings in Western Europe, where latent hostility to 
American economic expansion is ever-present. Mature reflection on 
President Nixon’s decisions make it clear, however, that this is not just 
a domestic problem for the USA. It is a major world problem. 


The US economy, as the President understandably reminded his 
viewers, is the richest in the world. The importance of its domestic market 
for the major trading nations of the world cannot be underestimated. 
For Britain, the USA is now a major customer; and among others which 
could be affected by the retaliatory protectionist moves are Japan, West 
Germany and Belgium — in fact, every country whose prosperity depends 


= upon the continuing high level of international trade.. 


Against the restrictive effect of the new import duty must be set the 
benefits, both for the US economy and its overseas suppliers, of the 
measures designed to stimulate domestic demand. Like Mr Heath nearer 
home, the President’s biggest headache is the level of unemployment . 
coupled with inflation; ‘stagflation’, as the OECD terms it, is not restricted 
to one side of the Atlantic. The reflation of the economy is the President’s 
primary objective. . 

The wider and more immediate problem concerns the future parity 
of the dollar vis-&-vis other currencies. It is this aspect which brought 
international experts together and led to a hasty recall of the British 
Cabinet. Much has been talked about the benefits of ‘floating’ exchange 
rates, particularly for sterling. The fact remains, however, that the struc- 
ture of fixed parities tied in effect to the dollar and inaugurated at Bretton 
Woods 25 years ago, has served the world quite well. With American 
co-operation and generosity they have ensured stability and an absence of 
the pre-war ‘beggar-my-neighbour’ policies which are now again in the 
offing should the exchange situation deteriorate. 


The President cannot blame the ‘speculators’ for his present difficulties; 
speculation is the symptom of the basic malaise in the US economy, i.e., 
internal inflation and balance of payments deficits. Import restriction 
apart, there will have to be some cuts in US aid spending, and probably by 
American industry in its overseas expansion programme. None of these 
cuts will help the Western world to maintain its trade surpluses. 


A revision of world currency exchange rates has been overdue for some 
time and the decision to devalue the dollar, in all but name, will make that. 
revision easier. But the problem goes deeper than just the exchange rates. 
These reflect the pattern and movement in world trade and, of late, the 
American administration has been increasingly critical of the protectionist 
policies of Japan and the EEC. It needs to be remembered that countries 
cannot grow richer by indefinitely exploiting others and that, in the 


_ modern world, economic prosperity, like peace, is indivisible. 
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Finance Act 1971 


T new Finance Act, which received the Royal Assent 

“ on August 5th and was published last week, increased 
appreciably in length during its passage through Parliament. 
From a Bill originally of 119 pages it has become an Act of 
130 pages; there are 69 sections instead of 56, with an extra 
schedule now making 14. 

The new section 17 confers a small but useful benefit 
on persons carrying on business in partnership. The 
general rule is that a change in the composition of a partner- 
ship gives rise to a deemed permanent discontinuance 
followed by the setting up of a new business, as far as 
income tax under Cases I and II of Schedule D is con- 
cerned, though the parties together could opt to exclude 
this deeming provision if the option was exercised within 
twelve months after the change. That very short period has 
now been extended to two years; moreover the extension 
is to some extent retrospective because it covers all changes 
| after April 5th, 1970. Partners will therefore now be able 
to ‘wait and see’ somewhat longer. 

A new section 19 actually confers a measure of exemption 
from income tax. It exempts interest on damages in respect 
of personal injuries suffered, or in respect of a person’s 
death, which is included in any sum for which judgment 
is given by virtue of section 3 of the Law Reform (Mis- 
cellaneous Provisions) Act 1934, or the corresponding 
Northern Irish Act. A similar exemption occurs where the 
interest comes under the Interest on Damages (Scotland) 
Act 1958. This new exemption is dubbed section 375A of 
the Income and Corporation Taxes Act 1970, and “personal 
injuries’ includes any disease and any impairment of a 
person’s physical or mental condition. 

Section 26 was added at a late stage and substitutes a new 
section 508 to the 1970 Act. This, as previously noted in our 
issue of July 15th, extends the double tax relief in respect of 
‘underlying tax’. The harshness of the rules against the 
deduction of business entertaining expenses is a byword; 


accordingly, a new section labelled ‘Business entertaining 


expenses’ aroused some anticipation. There was little cause 
for excitement, however, for section 27 merely increases 
from {1 to {2 the maximum aggregate cost to the donor 
of ‘gifts’ to the same person during the year, if the money 
so spent is to be allowed as a deduction pursuant to section 
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411 (8) of the 1970 Act. Even so, the gifts must still contain 
a conspicuous advertisement for the donor, and they must 
not be food, drink, tobacco or tokens or vouchers exchange- 
able for goods. This concession is confined to expenditure 
incurred after April 5th, 1971. i 

Turning now to capital gains, the roll-over relief on the 
replacement of business assets conferred by section 33 of 
the Finance Act 1965 has long been regarded as unduly 
restrictive in its scope. Section 33 (1) requires that the old 
asset, and the new one on which the proceeds of disposal 
of the old were spent, must both be within the same class. 
The section sets out four different classes: (1) land and 
buildings and fixed plant; (2) ships; (3) aircraft; (4) good- 
will. Now section 60 of the new Finance Act removes this 
requirement in respect of replacements taking place after 
April roth, 1971. 

After that date if, for instance, goodwill is sold and the 
proceeds are reinvested in aircraft, roll-over relief is avail- 
able. The new section also removes section 33 (4) as 
regards new assets acquired after April 19th, 1971. Section 
33 (4) provided that, in the case of a partner, section 33 
(other than subsection (4)) should not apply unless the 
partner was to be treated under the Finance Act 1965 
both as (i) making a disposal of a share or interest in the 
old assets; and (ii) acquiring a share or interest in the new 
assets. It also provided that where the two shares 
were different, only the smaller qualified for roll-over. 
The change applies to acquisitions of new assets after 
April rgth, 1971, and means that a partner will be able 
to claim a bigger roll-over in many cases. 

The new Schedule F tax introduced in 1966, produced 
a swing from share capital to loan capital. This meant a loss 
in companies capital duty which was followed by the 
imposition of a stamp-duty on the issue of loan capital at 
the same rate as for share capital — ros per £100. Loan 
capital issued for no more than ten years escapes the ros 
per cent, though it still attracts transfer. stamp duty when 
it is transferred, at a rate of {1 per cent. Section 65 of the 
new Finance Act enables the Inland Revenue to enter into 
composition agreements with persons proposing to issue 
loan capital offered for public subscription. The date for 
repayment has to be not less than five years nor more 
than ten years, and composition payment is arrived at on a 
sliding scale: for every {100 it is 15p multiplied by the 
number of years from the date of issue to the latest date for 
repayment. The composition being paid, transfers of the 
stock are then free of stamp duty. If, however, the terms 
of issue are subsequently amended without prior Inland 
Revenue agreement, the exemption is forfeited. 
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Promoting Good Industrial Relations 


A- some 250 hours of Parliamentary discussion, the Industrial Relations 
Act is now on the Statute Book. Few Bills have been accorded so much time 
in Parliament and few have aroused the same intensity of fecling. No one 
today disputes the desirability or need for any measure which, in the introduction 
to the Act, is defined as having the purpose of promoting good industrial 


relations. 


Nor is there likely to be disagreement on the principles enshrined in the Act, 
that is to say, free collective bargaining ‘with due regard to the general interests 





New Exposure Draft 
Next Week 


EE amount of space in next 
week’s issue will be devoted to a 
new exposure draft — the fifth in the 
series — to be published on Thursday 
by the Accounting Standards Steer- 
ing Committee. 

‘The subject of EDs will be ‘Extra- 
ordinary items and prior year adjust- 
ments’, on which there are considerable 
differences of opinion as to appropriate 
treatment in company accounts. 

Copies of the new draft will be 
available from Chartered Accountants’ 
Hall, Moorgate Place, London ECaR 
6EQ, price rop per copy (plus sp 
postage per order, irrespective of the 
number of copies). 


The Accountant Abroad 


IFE in the Virgin Islands in the 

Caribbean is not without, its com- 
pensations — including a wonderful 
climate and low rates of tax. This 
television ` documentary, 
Whicker’s World, discovered a thriving 
community of British professional 
men in that idyllic spot. 

Those interviewed in the programme 
included an accountant, originally 
from Norfolk, who is in practice there 
and has no desire to return to England. 
Although he seldom saw any news- 
papers from outside the Islands, he 
told Alan Whicker that he kept in 
touch by reading The Accountant each 
week. 

Our thanks to this reader for his 
kindly and unprompted mention of 
our service ~ which is, of course, 
no less available in other parts of the 
world! 


af the community’; the development 
and maintenance of ‘orderly pro- 
cedures’ for the expeditious settlement 
cf disputes by negotiation; the free 
association of workers in independent 
trade unions and of employers in 
employers’ associations, so organized 
zs to.be ‘representative, responsible 
end effective bodies’ for regulating 
relations between employers and 
workers. 

The only relevant question, and the 
issue on which the extended debate 
ultimately turned, is whether the new 
Act will in fact achieve its objectives. 
The immediate prospects are not 
auspicious; the trade unions are cur- 


‘rently inclined to withhold co-opera- 


tion and may not register with the 
Chief Registrar. As every intelligent 
citizen knows, in a democratic society 
the effectiveness of any law depends on 
the public’s respect for it and its 
readiness to make it work. Such a 
requirement is not immediately evi- 
dent in any pronouncement from most 
trade union leaders. 

Without doubt the most important 
part of the Act stems from the ob- 
jective of achieving orderly procedures 
for the expeditious settlement of dis- 
putes. To this end the Act imposes 
obligations upon the employee and his 
representatives as well as upon the 
employers. It is no accident that Part 
II of the Act, which deals with the 
rights ef workers, is the longest with 
2g sections. The next longest part, 
that dealing with collective bargaining, 
is concerned not merely with the legal 
presumiption that every collective 
agreement made in writing and which 
does not provide for its non- 
enforcement at law is enforceable, but 
also with matters ranging from the role 
of the Industrial Court to the general 


duty of employers to disclose infor- 


mation. 
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Section 56 which covers the latter 
point imposes two requirements upon 
employers — the ‘general duty’ to 
disclose to the employees’ representa- 
tives ‘all such information relating to 
[the] undertaking . . .. without which 
the trade union representatives would. 
be to a material extent impeded in 
carrying on collective bargaining’ with 
employers; as well as to disclose any 
such information which it ‘would be 
in accordance with good industrial 
relations practice’ to disclose for pur- 
poses of collective bargaining. 

Just what information comes into 
these categories is by no means clear. 
The same section elaborates the re- 
quirement to the extent that it defines 
what would be in accordance with 
good industrial relations practice by 
reference to Part I of the Act. This is 
no more than a statement of basic 
principles enunciated in the opening 
sections of the Act and ‘so far as those 
principles are applicable to the circum- 
stances of the collective bargaining in 
question.” Like so much else in the 
Act, everything depends upon atti- 
tudes and a willingness to co-operate. 
Good labour relations cannot be 
achieved solely By enactments such as 
this. 

On the ather hand, there is no 
reason why industrial relations should 
remain outside the law. After all, it is 
not merely workers and employers 
who are involved in the consequences 
of their failure to agree; it is often the 
general public which suffers most. If 
the new Act can bring some order into 
the present ‘jungle’ of industrial 
relations then the entire community 
will benefit. 


i 


Probe into Inflation 


ESCRIBED as the first systematic 
large-scale probe into the causes, 
consequences and cures of inflation, a 
programme planned to take three 
ears and involving 20 people is being 
launched at the University of Man- 
chester. 

With the assistance of a grant of 
£37,520 from the Social Science 
Research Council, Professor Michael 
Parkin will have overall responsibility 
for administering the research project. 
He stresses that it is not just an ab- 
stract academic exercise but that he 
and his own particular team will be 
looking at the effects of incomes 
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policies and at inflation as a world 
phenomenon, with the intention of 
producing results which could provide 
a solution to this vital problem. 

Another major project within the 
programme is the study of inflation and 
accounting practices, which will be in 
the care of Professor Bryan Carsberg, 
M.SC.(ECON.), F.C.A., Professor of Ac- 
countancy at the University, with the 
collaboration of Mr Robert Scapens, 
A.C.A. Other projects include the 
review of inflation in relation to trades 
unions, agriculture, price determina- 
tion and monetary policies. 


Churchill Memorial 
Fellowships 


CCOUNTANTS who are anxious 

for a chance to ascertain at first 
hand how accounting systems and 
practices in the United Kingdom 
compare with those of other countries 
are invited to apply for one of the 
Churchill Travelling Fellowships ten- 
able in 1972. 

The purpose of these fellowships is 
to enable men and women to travel 
abroad, to widen their knowledge 
not only in their own field of activity, 
but also of other people’s lives and 
work in different parts of the world; 
and as a result of their experience, to 
contribute more effectively to their 
profession, community and country. 

Churchill fellowships are not nor- 
mally awarded for formal study and 
no particular academic or professional 
qualifications are required, nor are 
there any age limits. Candidates must 
be citizens of the United Kingdom, 
and must be able to convince the 
selectors of the worth of their project 
and that they have the knowledge and 
initiative to make full use of the 
fellowship both whilst abroad and 
when they come back. 

Prospective candidates should apply 
after September "et, initially by post- 
card, to the Winston Churchill 
Memorial Trust, at 10 Queen Street, 
Mayfair, London Wx for an ex- 
planatory leaflet and application form. 
The closing date for applications is 


"November 5th, 1971, and interviews 


will be held in London during January 
1972. The normal tenure of a fellow- 
ship is three months, and candidates 
will be expected to start their travels 
during 1972. 
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This is the first occasion: since these 
awards were inaugurated in 1965 that 
accountancy has been included as a 


specific subject for Churchill Fellow- ` 


ships — although, since formal quali- 
fications are not in themselves a pre- 
requisite for an award, it is at least 
possible that some members of the 
profession have featured amongst the 


holders in previous years for study in 


other subjects. 

Similar, though independent and 
autonomous, Churchill Memorial 
Trusts have been established in Aus- 
tralia and in New Zealand. As reported 
in The Accountant of January "et, 
1970, one of the beneficiaries under 
the Australian scheme was Mr W. J. 
Kenley, M.COM., F.A.S.A., Director of 
the Australian Accountancy Research 
Foundation, who was one of the con- 
tributors to the Australian Supplement 
with our issue of April 29th. 


VAT — Warning of Risk 
of Chaotic Conversion 


ACK of concrete information.on the 


precise details of VAT, and (he 


tight time-table for its introduction, 
were amongst the features criticized 
by the allied accountancy bodies in 
their representations to HM Customs 
and Excise last week. These criticisms 
have more recently been endorsed by 
the Business Equipment Trade Asso- 
ciation (BETA). 

Following its own representations 
to HM Customs and Excise, BETA 
has announced that the business 
equipment industry must be advised 
immediately of the maximum number 
of rates of VAT which are likely to be 
introduced and the number of decimal 
places which will be involved. It is 
claimed that if the industry does not 
get this information very shortly, no 
guarantee can be given that accounting 
machines, computers, and similar 
equipment would be ready to cope 
with transactions in the new tax by 
April 1973. The Government might 
then be forced to consider the alter- 
natives either of postponing the intro- 
duction of VAT or of a chaotic con- 
version. Either would be a dangerous 
situation for the whole of British 
commerce. | 

On the information currently avail- 
able, it is not possible to predict the 
extent to which business equipment 
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and office forms will need to be 
modified for VAT purposes. It has 
been pointed out that whereas there 
are currently some 70,000 businesses 
on the purchase tax register, the VAT 
register is likely to involve between 
r and 2 million. The final decision, not 
only on the rate of VAT but also on 
the number of different rates involved, 
may seriously affect the design and 
conversion of a wide range of business 
equipment. 


Accounting Principles 
in Public | 


HE American Institute of Certified 

Public Accountants have estab- 
lished a precedent which the Account- 
ing Standards Steering Committee 
of the Institute of Chartered Account- 
ants in England and Wales may yet 
decide to follow. Two AICPA study 
groups are planning to hold public 
hearings. One, which is examining 
procedures for the establishment of 
accounting principles, is to hold public 
sessions in New York in November; 
the other, on. accounting objectives, 
plans to receive oral presentations at 
public hearings next spring. 

The present Accounting Principles 
Board of the AICPA is a voluntary 
body of CPAs, accounting professors 
and financial executives. A study 
group has been established to con- 
sider how the accounting profession’s 
standard-setting role can be made 
more responsive to the needs of those 
who rely on financial statements. 

The Objectives Study Group is 
chaired by Mr Robert M. T'rueblood, 
c.P.A., a Past President of the AICPA 
and is considering what information 
financial statements should contain, the 
methods or bases of measurement that 
should be used, and the most useful 
forms of presentation. It is also looking 
at the applicability of historical cost, 
current values, private and social 
costs and benefits as well as budgeting 
and the forecasting of future events. 

The public hearings are intended 
to provide an opportunity for those 
who wish to present their views on 
either subject. The invitation to make 
either oral or written representations is 
open to all interested parties, and 
those who wish to avail themselves of 
it should notify the AICPA at 666 5th 
Avenue, New York, by October rst. 
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London Ayrshire Society 


R WILLIAM INNES, cA, 

A.C.W.A., has been elected Presi- 
dent of the London Ayrshire Society 
for the coming year, and Mr. William 
Spicer, A.c.w.A., becomes Vice- 
President. 


Mir W. Innes 


Founded in 1897, primarily as a 
benevolent institution and as a link 
for Ayrshire people in London and 
the South, the Society now has the 
wider purpose of raising money for 
Scottish charities. Membership is open 
to all those who were born or have 
lived in Ayrshire. 


Mr Innes, who was born in Ayrshire, 
and was admitted to membership of 
the Scottish Institute following ap- 
prenticeship with a Kilmarnock firm 
of chartered accountants, is now 


financial director and secretary of 


Clough Smith, civil and electrical 
contractors, of Crawley, Sussex. The 
new Vice-President, also Ayrshire 


born, is financial controller of Etam, . 


the fashion house. 


As part of its fund-raising activities, 
the Society holds social functions in 
London during the year and the first 
event of the new season will be a 
cocktail party on October 14th, in the 
House of Lords. 


Opposing Views 
on the EEC 


ITH the Government clearly 
determined to get into the 
European Economic Community, and 
an increasing proportion of the British 
public now seemingly favouring entry, 
the great debate is beginning to fade 
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ou: of the headlines. However, the 
publication last week of two con- 
flicting viewpoints provides some stim- 
ulus to controversy. 

In the new (August) issue of the 
Netional Westminster Bank’s 
Quarterly Review, the chairman of the 
National Coal Board, Mr D. J. Ezra, 
argues the main reasons for entry. In 
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his opinion, the pattern of ‘‘stop-go’ 
and consequent chequered industrial 
progress in the UK can be brought to 
an end by entry into the Community. 
This, he says, is because at present 
the British domestic market is not 
large enough to enable producers to 
make optimum use of expensive capital 
equipment which technology has intro- 


Costs of Settlement 


NTY-ONE million pounds, even by today’s standards, is quite a lot 
of money; and, particularly when two-thirds of it consists of staff costs, 
there may be some room for improvement. These figures in fact represent an 
authoritative estimate, according to the Council of the Stock Exchange, London, 
of the total cost of settlement of stock exchange business in 1970. 
be results of a questionnaire amongst Stock Exchange member firms, col- 
lated for the Council by Deloitte & Co, show that the total number of bargains 
in £970 was over 5,600,000. Approximately 66 per cent of the total represented 
bargains for private clients, either directly or as customers of the clearing banks; 


I2 per cent represented institutional 
business, and just over 4 per cent was 
for clients overseas. The balance of 
nearly 18 per cent was made up of 
business done for members of country 
exchanges. 

The present system for settlement 
of bargains is extremely complex, 
and gives rise to sharp peaks of work 
within each account. As it would be 
impracticable to employ sufficient staff 
permanently to be able to cope with 
exceptional levels of activity, many 
firm:s rely on intensive periods of over- 
time as the need arises. Younger 
employees in particular find such 
conditions unattractive, and the re- 
cruitment and retention of staff of 
suitable calibre is a constant and grow- 


. ing problem. Amongst the aspects of 


the present system giving rise to 
particular difficulty, the Stock Ex- 
change Council includes the matching 
of buyers and sellers; the splitting and 
cert-fication of tickets and transfers; 
paying and accounting for transfer 
stamp duty; the method of claiming 
dividends and rights, and of getting 
them to the correct shareholders. 
Following the report -of the City 
Working Party on Securities Handling 
(the Heasman report) in May 1970, the 
Stock Exchange Directorate of In- 
formation Systems and Settlement has 


issued an interim report on a new sys- 
tem for settlement. Based on either 
a weekly or fortnightly account period, 
distinctive features of the new system 
would include a central computer- 
based market accounting system which 
would be responsible for preparing 
ledgers and position statements, cal- 
culating and collecting stamp duty and 
issuing dividend claims. The benefits 
of the new system remain to be quanti- 
fied, but are estimated to include a 
reduction in costs of settlement, 
earlier delivery of stock to clients, 
greater flexibility in meeting peaks of 
activity and fewer staff problems. 
Reduced costs should also help to 
make the business of smaller clients — 
which some brokers have been showing 
considerable reluctance to accept — 
more attractive. | 

Implementation of the new system, 
which may involve legislative changes, 
has been planned in ten stages of 
which only the first two have been 
recently completed. It is hoped to 
present an evaluation report, assessing 
the prospective benefits and costs of 
the main parts of the new system, in 
the first quarter of 1972, followed by a 
master plan and time-table for imple- 
mentation later in the year. 
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duced. Within Europe a large and 
expanding tariff-free market will pro- 


vide the ‘missing link’ in the British’ 


industrial environment by allowing 
industrialists to approach their invest- 
ment decisions with greater confid- 
ence. Secondly, the European Com- 
mon Market is not merely growing; it 
is highly competitive and this will 
give UK industry a major fillip. 

A contrasting view is set out in a 
report of the TUC General Council 
to the forthcoming annual Trades 
Union Congress, entitled Britain 
and the EEC. The General Council 
concludes. that entry on the terms 
negotiated would not be advantageous 
to the British people. The basis for 
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this conclusion is carefully set out 
and rests primarily on two considera- 
tions. First, that Britain’s contribution 
to the Community Budget is likely, 
in the view of the TUC, to be con- 
siderably larger than has been stated 
by the Government, and would be 
‘very disproportionate and unfair’. 
Secondly, the TUC contends that 
the Government’s White Paper takes 
an ‘extremely optimistic view’ of the 
possible balance of payments cost of 
entry which, the TUC believes, could 
be of the order of £700 million. Nor 
is the General Council convinced of 
the dynamic effects of entry upon UK 
industry. Thus the assumption upon 
which the Government’s case partly 


S o 
S CR r 
` R » 1 s 


August 19th, 1971 


rests, ‘that because the Six have 
benefited from membership so neces- 
sarily would Britain’, is stated to be 
‘highly questionable.’ 

The TUC report makes out a good 
case, but it is at its weakest in the 
conclusion. There it contends that 
‘there is no reason why Britain should 
not develop her economic potential 
to the full outside the EEC and at 
the same time give priority to agree- 
ment among industrial nations on 
promoting world trade and develop- 
ment as a whole’. Common Market 
protagonists declare that in the light 
of world economic developments, this 
view is simply not realistic. 





THIS IS MY LIFE 


Shirts or Sackcloth? 


by An Industrious Accountant 


FTER a heavy sort of knock my door opened to admit 
Ilkley, our shirt factory manager. He came in with his 
usual flat-footed stride, sat down ponderously and an- 
nounced without any trace of emotion: ‘Ee, Ah’ve got 

t’sack.’ 
I sat up with startled ejaculations, but actually these 


_ were merely such histrionic gestures as seemed appropriate 


to the momentous occasion. Ilkley had previously had two 
nasty little skirmishes with the managing director recently 
and the shape of things to come hadn’t been difficult to 
predict. | 

He was at his wits’ end, Ilkley confessed, everything had 
gone against his sales targets. Mind you, his costs were low 
when production was going at full belt; his quality, 


material, and cut were ñrst-class and his staff were loyal- 


and efficient. Trouble was, his output didn’t sell. 

As troubles go, that one was more than enough for the 
moment for anybody, but it wasn’t new. There had 
already been heated exchanges at several board meetings, 
when he’d insisted on sticking to a range of conservative 
designs that none of his colleagues supported. 

He’d missed t’bus, Ilkley brooded. In his younger days 


a good poplin shirt with two separate collars was a status 


symbol — a sign that its wearer had arrived. He remembered 
the shabby, desolate, cloth-capped watchers, hands in 
pockets, backs to the wall, in the dole queues of the thirties. 


The brand of each man’s failure had been the rough scarf 
knotted round his neck. Now a whole couldn’t-care-less 
generation wore roll-necks, or open collars with cravats, 
or green-and-purple button-overs . . . enough t’make a 
chap sick! 

I remember reading a story by Sapper, creator of 
Bulldog Drummond, where the girl knew the handsome 
hero must be down-and-out when she noticed his shirt 
cuff was buttoned rather than be-linked, but all that was 
water under a far-off bridge. What, precisely, was the 
current problem, I pressed him. 

The MD had given him three months to meet his turn- 
over target, Ilkley said wearily, but what was the use? 
Half his spring production had been flogged at cut prices 
in the sales, his summer stock was cluttering his shelves... 
reckon he’d best say nowt; just cut t’losses and get out 
reet fast. 

There must be a better solution than surrender, I said, 
but fashions in shirtings were Greek to me... what about 
expert advice? Why not talk to a good firm of consultants, 
who could presumably provide experts in the market 
research field at the drop of a hat? The days of backing his 
own hunches were over; scientific evaluation of customers’ 
reactions was surely the answer. 

He’d tried talking to some of them before, happen early 
last year, but he couldn’t cotton to them, he admitted. 
Gabby know-alls with a line of smart talk that didn’t mean 
anything when he looked at it the second time! The jargon 
they used! And the price they quoted! Why, the chap that 
came visiting him had never seen shirts being sewn before! 

That didn’t matter, I insisted. The priority objective 
was to save Ilkley’s.own blasted pig-headed neck despite 
himself, and to avoid losing a mint of money into the 
bargain. Our auditors could advise us of a suitable firm. 

I rang them there and then, overriding his protests, but 
I’m pretty sure he was glad to be persuaded. 
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The Role of the Financial Controller 


by L. H. BINDING, B.Com. 


Short of controlling his own staff — in which he is no different from a chemist or an 
engineer who also have staff reporting to them — a financial controller does not 


control anything. 


“is role is essentially that of an expert professional adviser whose advice and 
recommendations are enhanced and made more authoritative and constructive by ` 
virtue f his understanding of the process of management as a whole. The function 
of his department is to provide a service to the other management functions. 


Ee managerial decision is ultimately spelt out in 
£ sterling and is reflected in the profit and loss account 
or the balance sheet. The financial controller must therefore 
be in a position to assess, evaluate, interpret, and advise 
on the possible or probable financial implications of pro- 
posed future action. 

He is not to be regarded as a kind of superior chief 
accountant dressed by Savile Row. Rather is he an essential 
member of the top management team of a company, his 
contribution to the deliberations of which is just as 
necessary and important as that of any otker member of 
that team. 

Basically his specialized advice is essential for the 
effective exercise of financial control, the determination 
of financial policy, the control of current operations, 
forward planning, the appraisal of capital expenditure 


proposals and the provision of any additional tinance needed ` 


for future growth. 


Financial control 


Financial control implies that any item of expense, revenue 
or performance should be measured against some pre- 
viously accepted yardstick of what it ought o have been, 
that analytical means are available to indicate the causes of 
any difference and — most important of all — that action is 
taken to ensure, where possible, that future adverse ‘actuals’ 
are improved, and favourable ‘actuals’ continued. It thus 
implies the establishment of means to diagnose and correct 
deviation from previously agreed plans. 

In practice, this control is usually achieved by the opera- 
tion of effective methods of budgetary control and standard 
costs. 

For a system of control to be meaningful, it is essential 
that every item of expense, revenue or performance should 
be the responsibility of some particular executive, that 
he should know it, and that other executives should know 
it as well. 7 


‘The author was formerly group chief accountant of a large industrial 
holding company with UK and overseas subsidiaries. 


Some one executive, to give examples, should be res- 
ponsible for export sales; someone for research and 
development expenses, someone for operating plant X, 
someone for running the company’s transport system and 
someone for the supervision of a mechanized accounting 
department, whether or not this involves the use of a 
computer. Only if this is recognized and put into practice 
can blame be fairly apportioned and commendation 
awarded. . 

But if a particular executive is to assume responsibility 
for an individual item, then, equally, he must have some 
say in the determination of the yardstick against which the 
actual expense is to be measured. In other words, if real 
control is to be exercised, then control and responsibility 
are synonymous. They cannot be divided. 


Formality of organization 


From this it follows that control cannot be really effective 
unless three conditions are fulfilled. An executive must 
know: 


(2) to whom he is responsible; 
(b) for what he is responsible; 
(c) over whom he himself is responsible. 


These basic requirements will only be established if an 
attempt is made to formalize the structure of a company’s 
organization, to portray and publicize this by means of a 
conventional organization structure chart and to draw up 
and agree with each individual executive a formal statement 
of his duties and responsibilities. | 

This process will not be easy, nor will it be quickly 
achieved. Without it, however, the operation of budgetary 
control becomes virtually meaningless, and the con- 
tribution thereto by the financial controller of little avail. 

By way of introduction it might be observed that 
budgetary control is an aid to management, not a substitute 
for it. It is not intended to make the management process 
automatic, and the time and effort involved in its prepara- 
tion can only be justified if management is enabled to 
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function more effectively and efficiently with it than 


without it. 


Co-ordination 


Apart from contributing data relative to his own function, 
the initial responsibility falling on the financial controller 
in budget preparation is primarily one of co-ordination. 
He is in effect a ‘putter together’ of data and information 
supplied by the heads of cther functions such as marketing, 
research, production and the like. 

To assist him in his later responsibility of examination 
and comment, he is entitled to explanatory information 
relative to the data supplied — why, for example, lower 
export sales of product X are budgeted, or what reasons 
there are for anticipating a heavy increase in central 
administration expenditure. 

Likewise he will receive estimates of anticipated capital 
expenditure whether in respect of items already authorized 
or in respect of items likely to be authorized in the ensuing 
financial year on which some actual expenditure is an- 
ticipated to be incurred. 

Using the information on revenue items his department 
will prepare the first draft of the budgeted profit figure for 
the ensuing year. | 

After making some assessment of possible changes in the 
level of working capital and having regard to the payment 
of dividends, taxation and capital expenditure, it will be 
possible to prepare a cash budget for the year using also 
the profit figure plus depreciation for this purpose. | 

So far, through the medium of his staff, his duties have 
been confined to utilizing basic data. It is only when this 
has been translated into a budget of profits and liquid 
resources that his real responsibility as financial controller 
begins. 


Examination and opinion 


The board of directors, to whom the budget will ultimately 
be presented and who will finally accept or reject it, need 
some guidance as to whether the basic premises on which 
the budget has been compiled are reasonable, whether or 
not all foreseeable or possible happenings have been taken 
into account, whether or not they are in accord with pre- 
viously stated objectives, whether or not the total financial 
picture which emerges is satisfactory and whether or not 
the finance required is within the company’s resources. 

To provide such guidance, the budgets themselves, 
together with the data and forecasts on which they have 
been made, must be critically examined by the financial 
controller and impartially reported on. He must con- 
tinuously probe the background data to see if significant 
facts have either been overlooked, minimized, or ignored. 

Likewise, he must have regard to the budgeted profit 
related to anticipated capital employed, and advise whether 
this is satisfactory or not. An increase in profit which, 
viewed in isolation, could be construed as being reasonable 
may not be so considered if the return on capital is signifi- 
cantly reduced. 

These and similar examinations and inquiries will enable 
him to make his own assessment on the adequacy of the 
budgets and to give his own considered opinion thereon to 
assist the board in its deliberations. 
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It was stated earlier that the process of control implied 
comparing what has happened with what it was hoped 
would happen, and that action would be taken to correct 
any adverse variation from the plan. For this to become 
operative in practice, means must be devised to ensure 
that each individual executive responsible for some aspect 
of a budget should periodically but regularly receive in- 
formation comparing actual with planned performance for 
those items under his jurisdiction. | 

This will take many forms, depending on the nature 
of the duties devolving on any particular executive. Thus 
a works manager might require details of plant running 
times, utilization of labour, scrap made and material 
usage; a sales manager details of sales under product 
groups, distinguishing between home and export sales, and 
a chief accountant details of all expenses incurred by his 
department. 

Whatever the function being reported on, certain rules 
of principle apply, chief of which are: 

(1) The report should only deal with those items under the 
particular executive’s control. Do not give him extraneous 
information merely because it is of interest. 

(2) The report should cover the cumulative period as well 
as a single one. 

(3) The report should analyse the reasons for discrepancies 
with budget. l 

(4) The report should contain that data in that form which 
the executive wants, and not that which the financial 
controller thinks he wants. This does not preclude the 
latter, of course, from making suggestions. 


For the highest level of management, including the 
board of directors, or management committee, the report 
should be extremely brief. It should show the budgeted ` 
profit for the period, from which will be added or sub- 
tracted such variations which have occurred under the 
various functional headings (e.g., sales, research, produc- 
tion) to bring that figure to the actual profit earned for the 
period. 

This should be accompanied by a short explanatory 
report from the financial controller, who may take this 
as an opportunity to comment on such matters as the 
capital expenditure situation, the level of stocks or the 
general financial situation. 

The question of reporting could, under certain circum- 
stances, be important at the lower levels of management. 
With the tendency today for companies to become larger 
and larger, decentralization has become, and increasingly 
is becoming, more and more important. Under such con- 
ditions, with key executives operating many miles away 
from headquarters, it is absolutely essential that great care 
should be taken to ensure that they do not feel ‘out on a 
limb’. 


Financial policy 
Financial policy is largely dependent on, and determined by, 
the policies of all other functions. It cannot be formulated 
in isolation and it must cover all aspects of a company’s 
activities. It will deal with such differing items as: 

(1) Dividend policy. 

(2) Depreciation policy. 

(3) Capital structure. 
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(4) Future growth and its financing. 
(5) Profitable use of resources. 

(6) Measurement of profitability. 
(7) Adequacy of profit objectives. 


It is in the realm of those aspects of company policy 
which can be expressed in monetary or statistical terms 


that the financial controller plays almost his most important 


role. His function is to suggest, to consider, to assess, and 
finally to recommend a particular course of action in the 
light of his own specialized knowledge and experience. 

He can, for example, review the various different 
depreciation methods at present operative in his company. 
He can consider alternative methods, which in his opinion 
are most appropriate to the company’s especial circum- 
stances and, finally, he can recommend that particular 
method which those circumstances would indicate as 
being most appropriate. 

At other times his voice may be constructively critical, 
emphasizing, for example, the inadequacy of the company’s 
profit budget when related to a return on capital employed 
(however defined); or that, when put together, the capital 
expansion plans of the various divisions of the company 
are beyond the financial resources of the company and that 
some form of rationing must therefore be devised and 
introduced. 

It is in this role that the financial controller shows his 
real expertise. He is understanding, indeed, sympathetic; 
withal, however, essentially firm and authoritative. 


The future 


In assisting his company to look and plan ahead, the 
financial controller is intimately involved with capital 
expenditure proposals, long-term forecasting and the 
financial implications thereof. 

It is assumed that a regular procedure is in force for 
requests to incur future capital expenditure and that some 
satisfactory method is practised to arrive at an anticipated 
rate or return thereon. His initial responsibility is to ex- 
amine the data and assumptions on which the calculation 
has been made to see if they appear reasonable. 

His duties, however, go further than merely expressing 
an opinion on any particular proposal. He must, for 
example, relate this proposal to previously-authorized 
proposals to see what the average rate of return is likely 
to be. Likewise he is concerned with proportions of 
‘productive’ investment (e.g. new plant) to ‘non-pro- 
ductive’ investment (e.g. a new canteen or new research 
laboratories) and the impact of the global picture of 
planned investment on the company’s financial resources. 

In short, he is concerned not only with a particular 
investment but with the whole pattern of future capital 
expenditure. 

Equally important is the question of future profits — 
what they are forecasted to be, what it is desirable that 
they should be, and how the desired targets can be 
achieved. 

Crystal gazing is never a very rewarding pastime. Indeed, 
any forecasts made are almost sure to be proved wrong 
by future events. Nevertheless, such forecasts should be 
made, however difficult the task. 
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Sales management should, by a study'of the markets 
they serve and the production facilities available to them, 
be able to make some assessment of the future level of 
sales after making certain assumptions on probable market 
conditions and of the trend of future selling prices. The 
same can be said of production costs, EEN costs, 
changing working capital, etc. 

From the data so submitted, it should be possible to pre- 
pare for, say, each of the five years ahead a pro forma profit 
and loss account, balance sheet and cash estimate. However 
tentative, these will at least show management where it 
thinks it is going. 

Further, the very fact of having to make these fore- 
casts often reveals possible trends which would almost 
certainly not have been evident without the detailed effort 
necessary. This is particularly true in the marketing function 
where it may be possible to plan now, certain courses of 
action aimed for example at retaining an existing market 
or actively beginning to pursue a new one. To be fore- 
warned is, indeed, to be forearmed. 


Place in management 


As is perhaps evident from all the foregoing, if the financial 
controller adequately assumes those responsibilities con- 
sidered above — responsibilities which embrace many 
facets of managerial policy — then it seems clear that with 
his specialized knowledge, added to his competence as a 
manager, he should himself assist in the formulation of 


those policies. He should, in other words, be a member of 


top management itself, making his own contribution to 
its deliberations and decisions. He is an equal among 
equals. 

From all the various responsibilities, probably his prime 
one is that of continuously looking forward. ‘Translating 
possible alternative courses cf action into financial im- 
plications, ever watchful of. the key factors of financial 
stabilitv, ever ready to sound a note of caution and at times, 
if necessary, to express firm disagreement with suggested 
policies — these are some aspects of that responsibility. 

Additionally, too, he has a responsibility of an educa- 
tive nature. This could, for example, include educating 
his colleagues in the understanding of new and more 
sophisticated methods of capital expenditure appraisal, 
the introduction of more effective methods of control, the 
need to secure executive involvement in order that the 
practice of budgeting may become more significant, or 
training his own staff in attitudes they should adopt 
towards executives in other functions. 

Finally, where it is necessary to consult external bodies 
(merchant banks, government departments and the like) 
he will frequently represent his company. To any such 
outside body, he is the company. 

It is implicit in all the foregoing that the most effective 
financial controller is one who is not constrained by the 
narrow limits of pure accountancy. Whilst, nevertheless, 
he must be faithful to his own professional principles, 
the main attribute expected of him is that he will be 
able to make a significant contribution to those matters 
requiring wisdom and experience and which, when 
resolved, will emerge as company policy. 
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LETTER FROM AMERICA 


Wal! Street after 
the Fall 


From Our New York Correspondent 


R WILLIAM J. CASEY, newly-appointed Chairman 
of the Securities and Exchange Commission (The 
Accountant, April 1st, 1971) complained a few days ago 
that he was receiving so many reports of unsatisfactory 
performance by stockbrokers that his agency was unable 
to handle them. His hope is that, by adding 230 more 
experts to his present staff of 1,400, and raising his budget 
by £14 million annually, he will be able to carry out 
his regulatory duties with the necessary speed and 
efficiency. | 
But last year’s stock-market collapse — the worst since 
1929 — has left behind it so many unanswered questions 
that a mere strengthening of the SEC is most unlikely 
to satisfy the new demands of the financial community. 
Pressure is building up for another Securities Exchange 
Act, to update that passed in 1934 and to introduce many 
new regulations with which accountants will have to 
familiarize themselves. 


Shape of changes in store 


The shape of-the changes that may be in store has been 
outlined, in the report prepared for the New York Stock 
Exchange by Mr William McChesney Martin, former 
chairman of the Federal Reserve Board, and published 
earlier this month (see last week’s issue). One of the assump- 
tions underlying the report is that the investor cannot 
hope to receive value for money unless all large transactions 
in the stocks that he owns pass across the same exchange. 
Mr Martin therefore proposes (as previously reported) 
that a single, national auction market, sweeping away the 
present distinctions between the New York, the American, 
the Philadelphia-Baltimore and the other regional markets, 
should be established to handle — and publicly reveal — all 
transactions in stocks qualified for listing. The only 
securities excluded from one of the divisions of the new, 
national exchange would be ‘those of small companies that 
awould have to continue to rely. on the ‘over-the-counter’ 
arket, ee | 

Establishment of the proposed new exchange would not, 
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in itself, put an end to the ‘third market’, whose growth 
has so much disturbed New York and some other large 
exchanges. This market is made up by large institutions 
that are not members of New York exchange but are able, 
through direct transactions arranged among themselves, 
to reduce or eliminate the commissions that they would 
have to pay to a broker on the Exchange. 

The Martin Report stresses the need to choke back the 
growth of these under-cover transactions. But it refrains 
from recommending (at least for the time being) the stet 
that would most quickly eliminate the third market — tha 
is, the complete introduction of negotiated rates of com- 
mission. This element of competition has, indeed, recently 
been introduced for transactions of over the equivalent ol 
some £200,000; and it was widely supposed that the report 
would suggest further cost-cutting of this kind in order to 
keep more business from deserting the New York Exchange. 
The report argues, however, that competition over the 
whole range of commissions would allow the larger firms 
to force their competitors out of business, thereby con- 
centrating too much economic power in a few hands. 

Yet most stockbrokers were so badly shaken by last 
year’s failures that they see little danger that firms will 
begin to develop superiority complexes. Most of them are 
relatively small partnerships, and one that has taken the 
plunge in both incorporating and going public (Merrill, 
Lynch, Pierce, Fenner and Smith) has found it a most 
chastening experience. All of them face grave problems 
in raising the amounts of capital that will be required to 
support the expected growth of their operations and to 
allow new issues of ordinary shares to keep up their present 
pace of the equivalent of some £3,000 million annually. 


Not light reading 


While the Martin Report highlights the future need for 
stronger brokerage firms with a larger reserve of permanent 
capital, the American Institute of Certified Public Account- 
ants has just released for comment a most timely exposure 
draft — Audits of brokers and dealers in securities — out- 
lining ways in which the auditor can assess the present 
strength of a stockbroking firm. 

This 218-page document is not light reading — it reminds 
one of the recent advice of the AICPA’s director of exami- 
nations: ‘If rules permit, take a little candy or a sugar- 
sweetened soft drink during the exam’. But it contains 
useful information on how the securities business works, 
explaining straddles, spreads, strips and straps (options), 
churning (needless account activity), haircuts (discounts off 
capital values of the firm’s holdings) and other mysteries. It 
also contains practical advice on how to conduct the audit 
and how to interpret the so-called SEC questionnaire, and 
provides examples of appropriate opinions. 

One conclusion that stands out is that the securities 
business is far more complex ~ and riskier — than was once 
supposed. Automation is helping to surmount some of the 
operating difficulties. But the best that Mr Martin can 
suggest is that another five to ten years will have to pass 
before the stock certificate, with all its attendant problems 
of safe-keeping and recording, can be eliminated in favour 
of a simple (and presumably indelible) entry on a computer 
tape. 





THE 


August 19th, 1971 


ACCOUNTANT 263. 


Post-Experience 


Management Training 


Development of Management Skills 


Very few executives, directors or managers are substantially involved in the ownership of 


by WYNNE LOVETT, F.C.C.A. 


the enterprise in which they work. Although management controls the destiny of both 


industry and commerce, and therefore that of society as a whole, the majority of 


managers are no more than employees. A realistic approach to management training, 


ANAGEMENT is seldom recognized as a social 

science, least of all by those who practise it. In the 
daily struggle for survival in a competitive environment it 
is easy for managements to ignore social responsibilities, 
both inside and outside their companies. However, those 
who do give attention to these social responsibilities find 
their efforts repaid by improved results. The cynics will 
say that only the most successful and prosperous com- 
panies can afford to have social consciences. But how did 
such companies become prosperous in the first instance, 
and how do they remain so? 

Business management is concerned with satisfying human 
needs. Finance is invariably seen as the basic resource and 
profit as the means of increasing the quantity of this 
resource. Finance is, however, no more than purchasing 
power. It is the means of acquiring and controlling the 
other resources amongst which human effort, both mental 
and physical, is the most important. 

People will work because they are paid to, but the per- 
formance which tips the balance in competitive situations 
can only be achieved by managers who are true leaders. 

Effective managers appreciate this. They realize that 
they get the best results from people if they treat them as 
human beings and not as automata. Management is 
the central social science. In an industrial society, 
management is the difference between civilization and 
prosperity on one hand and anarchy on the other. The 
continuing development of the science of management is 
the key to the survival of our society. 


Development of management 


Development of the science of management is something 
more than the formulation and discussion of speculative 
theories. Post-experience management training is based on 
The author is principal of the P-E Consulting Group’s management 
training centre at Egham, Surrey, and as noted in The Accountant for 


June 24th, is Deputy Secretary-designate of The Association of Certified 
Accountants. 


as this article indicates, is essential to economic survival. 





the philosophy of drawing on the experience of those who 
participate to synthesize principles and to build these into 
systems. Theoretical development should, therefore, be 
based firmly on practical experience. True development 
in the practice of management will only come from 
improving the ability and skill of all who are engaged in 
management. 

Intelligent managers appreciate this and work continu- 
ously to improve their ability and skill; more important, 
they accept the responsibility of helping and encouraging a 
similar development in their subordinate managers. 

Most of us have been lucky enough at some time or 
another to work for such a manager, one who has devoted 
time and effort to our personal development. The natural 
response to such attention is an enhanced contribution to 
the total company effort. Unfortunately, many of us have 
also worked for the opposite type of manager, the one who 
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either ignored our development or worked positively to 
frustrate it. 

The advice and guidance that the senior manager gives 
to his subordinates in the actual work environment is 
perhaps the most important aspect of management develop- 
ment. Second to this is that of giving managers the oppor- 
tunity to tackle demanding tasks and thus to develop the 
important qualities of initiative and self-reliance. A third 
aspect of development which is being given increasing 
attention is that of formal training. 


Managing training 


The science of management is a vast and rapidly growing 
body of knowledge with a number of clear sub-divisions. 
It includes an increasing number of techniques and is 
supported by a massive amount of literature. ‘Those who 
now embark on a managerial career clearly need a long 
period of formal instructional training. Most managers have 
never had the chance of such training. ‘They have learnt 
their jobs through personal study, thought and experience. 
Most will admit that they would profit from further formal 
training. But their needs are different from those of the 
man embarking on a career. The experienced manager 
would be unlikely to benefit from a long period of academic 
study, much of which would be elementary to him. Any- 
way, he probably could not be spared for long from his job. 

Management training for the experienced man must be 
as practical as possible and must keep him from his job 
for as short a time as possible. 

It follows, therefore, that post-experience management 
training must be concerned not so much with imparting 
information as with drawing experience from the partici- 
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the ability to think effectively. This is of course an extremely 
complex skill incorporating problem identification and 
analysis. It also has other important aspects, those of 
formulating possible courses of action, of evaluating them, 
selecting the best and considering possible potential prob- 
lems that may be generated by the decision. 

The manager who does not understand the workings 
of his own mind or how to improve them will develop more 
slowly that the one who does. Managerial success also 
depends on mastery of communication. Of the six com- 
munication processes the three receiving ones are perhaps 
the most important, namely observation, listening and 
reading. A manager must also master the other three, those 
of speaking and writing persuasively as well as the valuable 
skill of mastering visual display. 

Fundamental to successful management is an under- 
standing of the psychology of motivation. A good manager 
will make full use of the forces of motivation to achieve the 
best possible results from the team he leads. More import- 
ant to his own progress and success is that he should under- 
stand which forces motivate his own actions and enhance 
his performance. He must discover the key to self-motiva- 
tion if he is to develop himself. The top manager is 
self-motivated more often than not by negative factors, 
challenge, difficulties and opposition. No manager will 
reach the top of the organizational heirarchy unless he is 
strongly self-motivated. 


Delegation 


The work of operatives, labourers and clerks has been 
given considerable study and analysis in order to improve 
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post-experience training is an important area for basic 
research into the science of management. This is a far 
step from the ‘tablets of stone’ concept which dominates 
so much American management training. 

Skill development can only come about through partici- 
pation. This is only possible if the training groups are small. 
In a large group the most diffident, who normally require 
the greatest attention, will be submerged by the vociferous 
minority. In a small group all members can be fully in- 
volved and therefore benefit commensurately. People learn 
fastest and most deeply by associating new knowledge and 
ideas with information already known. This is the greatest 
strength of the participative approach to post-experience 
training. When all is said and done, the really important 
principles of effective management are simple and straight- 
forward. The skill required is that of adapting them to 
meet the infinite variety of business situations to achieve 
the best possible results. 


Management skills 


When managers are brought together from a variety of 
companies and industries, and are under the guidance 
of experienced tutors, a tremendous cross-fertilization of 
ideas and experience takes place, out of which much that is 
new and worth while is generated. 

The skills that post-experience training must aim to 
develop are numerous. Perhaps the most important one is 


he has broken his job down into its principal elements he 
can identify the work which he should delegate if he is to 
improve. Better business performance starts with improved 
personal performance. Managers must make the best pos- 
sible use of their own time and effort. 

Delegation has been called ‘the art of government’. 
Inability to delegate is without a doubt the most serious 
single factor that retards managerial development. Dele- 
gation is a complex process involving human relationships; 
it must be mastered if a manager is to progress beyond the 
lowest levels. Many managers have taken a lifetime to 
learn to delegate. Post-experience training must, by simula- 
tion and practice, speed up this mastery. 


Planning 


The past cannot be altered — so the most important part of 
management’s work is that of planning for the future. If 
management does not plan, no one else in the organization 
is in a position to do so. 

Planning is often seen only as the setting of quantified 
objectives in the form of budgets and ratios. It is most 
important, however, to formulate sound corporate policy. 
Unless a company’s policy is appropriate to its internal and 
external situations, the performance will fall short of what 
it could be. Policy needs to be continuously modified to 
meet changes. 
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Policy-making is often seen as the prerogative of the 
Board of Directors. In the total sense this is true. However, 
an organization in which every manager appreciates his 
role in the policy-making chain will be a truly dynamic 
enterprise. 

Policy is the corporate thinking of an organization to- 
wards which every manager must accept responsibility. 
It is the process within a company’s planning which 
determines the success of the other processes. 

The incidence of corporate planning varies at the differ- 
ent levels of management. Top management will be con- 
cerned with forecasting and strategic planning and middle 
management with long-range planning. However, the whole 
management team must be closely involved with short- 
term planning. First, because it is through this process that 
management tries to make the best possible use of the 
resources immediately to hand. Secondly, because the 
objectives set in the short-term plan are used to control 
the organization by measuring achievement. 

The other planning processes must also be thoroughly 
understood by managers. First is that of the provision and 
conservation of finance. Whilst the provision of finance 
may well be delegated to a particular director or manager, 
the conservation of finance is every manager’s responsi- 
bility. Every pound wasted is a pound less profit. This 
cannot be over-stated; no enterprise can afford to waste 
its basic resource. Secondly, organization, namely the 
allocation of authority and definition of tasks to specific 
roles, is an important management process to which atten- 
tion must be continuously directed. The lines of responsi- 
bility or answerability must also be clearly defined. 





Most consulting assignments involve training of clients’ staff in management skills, and — 
although much of this can be provided on the client's own premises — some forms of training 
are best provided centrally. It has been found easier to assimilate the basic principles of a 
subject when away from the normal working environment and in the company of executives 


from other companies and industries. 


The branches of a great oak tree afford an attractive setting for Lubbock House, the P-E 
Consulting Group's management training centre at Egham, on the fringe of Windsor Great Park. 
Here a wide range of short, intensive, post-experience management training courses is provided, 
both for P-E’s own consultant staff and for executives from other companies. 


All planning processes must in practice be closely inte- 
grated. Managerial skill has to be developed so that the 
correct degree of emphasis is given to each at the appro- 
priate level to meet the existing circumstances. 


Operating 

Within planning there are two operating processes which 
are intensely personal and to which the manager must give 
continuous attention. These are communication and 
activation. 

Six aspects of personal communication have already been 
mentioned. Efficient communication channels have to be 
established and maintained; management needs an efficient 
system of communication before it can activate the whole 
organization. Activation or leadership is an area in which 
British management is traditionally weak. 

Many of the human relations problems which plague us 
today stem from lack of leadership. Leadership involves the 
skills of co-ordination, motivation and discipline, each 
demanding a high degree of personal ability; but over- 
riding all three is the need to develop personal qualities of 
leadership. 

The personal qualities of leadership are numerous. They 
are open to discussion and dispute but add up to earning 
and maintaining respect. Being a good leader is largely a 
matter of personality. Personality has been defined as the 
effect we have on others. The achievement of an acceptable 
personality is largely a matter of character development. 
Basically, an effective manager must be a man of maturity, 
principles and consistency. 


o Importance of systems 


The third process within the operating 
element of management is that of 
conducting the operational activities — 
production, marketing, research and 
development, purchasing, accounting, 
data processing, quality control, per- 
sonnel and training and the company’s 
secretarial and legal business. All these 
activities have their planning connota- 
tions but none of them can be planned 
independently. 

Planning must be a completely inte- 
grated process, from the very long 
range to the short-term. It is only in 
the extremely short-term that any op- 
erational activity can be seen in isolation 
from the others. Effective methods of 
operating have been developed for each 
activity which every functional man- 
ager in particular and every general 
manager should know about. Since 
business is essentially a matter of 
handling repetitive transactions, sound 
operating systems must be developed 
in each of the activities to handle them 
with the minimum of cost and effort 
and in the shortest possible time. 

The design of such operating 
systems should take into account 
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that managers need to know what is happening so 
that they can constantly compare it with what was planned 
and take corrective action where necessary. The design 
of good operating systems is often seen as a specialist’s job, 
but every manager should have sufficient skill to check on 
and improve the systems under his control. 


Controlling 


The third main element of management is usually taken to 
be that of controlling — a particularly difficult area to break 
down into different processes. Clearly, any practical 
manager needs to set standards. Without them he will be 
inconsistent, arbitrary and probably unsuccessful. 

Standards are of course generated in every one of the 
processes already discussed. The possible exception is 
‘management by objectives’, which brings together policy 
and planning standards within the concept of the total 
participation of managers themselves. In large organiza- 
tions the provision of control information can be seen as a 
process in itself, but in small ones, well-designed operating 
systems can provide adequate information about what is 
happening. Where there are standards, however, there will 
inevitably be deviations and the manager concerned will 
have to apply the process of problem analysis to identify 
the changes which have occurred. He will then have to 
make decisions to correct or compensate for the subnormal 
performance. 

Decision-making pervades all management processes. 
The need to make the smallest possible number of 
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bad decisions brings us back to effective thinking. 

Development of the skills required to achieve success, 
together with an understanding of the principal manage- 
ment processes, will develop confidence. A confident 
manager will normally be stimulated by a challenging 
situation and will be strongly motivated to overcome it. 
He will in fact be determined to manage. Once he has made 
a full appreciation of the situation, he will be determined 
to make things happen the way he wants them to. He will 
not be carried along by events. He can only do this through 
an understanding of the management process. 


An essential quality 


One of the qualities most essential for survival in business 
management is the ability to work hard. This is why post- 
experience training must be conducted at a high tempo. 
People learn little unless under pressure. Post-experience 
training must also be participative to an extremely high 
degree. 

The concept of service has many aspects. A business only 
exists by satisfying human needs both internally and exter- 
nally. To be effective, management must pay attention to 
internal needs. However, to survive, management must 
direct its attention to satisfying external needs. 

Whilst an understanding of the management processes is 
absolutely essential to managers, this is only a means to 
an end. The end is the service to customers, the satisfaction 
of human needs. This ultimate goal must always be seen 
as the most important element in the whole managerial 
operation. 


Replacement of Business Assets 


Taxation Considerations 


by D. W. JENKINS, F.C.A. 


i AM proposing to concentrate here on the effect of the 
replacement of business assets on income tax, corporation tax 
and capital gains tax assessments. By this I mean, of course, 
primarily what has come to be known as rollover relief. 

One normally associates rollover relief with the capital gains 
tax legislation, but there is a forerunner in what is now section 
40 of the Capital Allowances Act 1968. This section provides 
that where an item of machinery and plant is replaced and a 
balancing charge arises because of the sale, such balancing 
charge can be deducted, upon election in writing to the Inspector, 
from the cost of the new asset. 

The balancing charge is not then assessed but is deducted 
from the cost in calculating capital allowances on the new 
asset. When the new asset in turn is sold, in computing any 
balancing charge or allowance thereon, the original balancing 
charge is treated as though it were an initial allowance granted 
on the purchase of the asset. If a balancing charge arises a 
second time (and indeed on subsequent replacements) the same 
treatment can be claimed —there is no time limit. 


Ger 7 Enaae 
The substance of a paper delivered earlier this year to the London and 
District Society of Chartered Accountants. 


Illustration £ 
Plant No. 1 sold with balancing charge of .. : 3,000 
Plant No. 2 purchased as replacement for cost of 10,000 
Upon election, balancing charge would not be 

assessed, but capital allowances would be com- 

puted in respect of plant 2 on d Wé 7,000 
Plant No. 3 sold with balancing charge of F 6,000 
Plant No. 4 purchased as replacement for cost of .. 5,000 
Upon election, balancing charge would be restricted 

to .. KS K ch Ki e i: 1,000 
and no capital allowances would be available on 

plant 4. 


Upon sale of plants 2 and 4, they will be treated as if the 
balancing charge deducted from cost were an initial allowance. 
In the case of plant 2 this would be in addition to any initial 
allowance which had been claimed on the net sum of £7,000. 


Renewals basis 


Where items of plant are required to be replaced at frequent 
intervals, it may well be to the taxpayer’s advantage to claim 
the renewals basis for capital allowance purposes. By this means, 
the original purchase of assets is capitalized and no writing- 
down allowances are given. 
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As the assets are replaced the cost of replacement (less sales 
proceeds) may be deducted as if it were a Revenue expense. If 
any additions or improvements are made, during the replace- 
ment, these are not allowed as a deduction but are capitalized 
as part of the original purchase. Initial allowance may be claimed 
on any additions or improvements and if this is done the amount 
of such allowance is deducted from the figure being claimed as a 
deduction when these additions are in turn replaced. 

The taxpayer may change from the renewals basis to the 
normal basis; if he does, there are provisions for ensuring that 
he does not get allowances under both methods for the same 
year of assessment. 

It is often the case that an asset which has not been eligible 
for capital allowances is, in effect, replaced by another, e.g., 
the re-vamp of a retail shop front. An authoritative estimate 
should be obtained — if possible from the architect involved — 
of the cost of replacing the shop front in its original form. This 
figure will normally be allowed as a deduction in computing 
trading profits. Where a relatively old shop front is being 
replaced by the timber and hardboard so fashionable today, 
the replacement figure would be surprisingly large and in many 
cases could mean the full cost of the new shop front being 
allowed as a deduction from trading profits for tax purposes. 

I now turn to the main part of my subject, the effect of 
replacement of business assets on capital gains tax and its 
companion, corporation tax on chargeable gains. 

Section 33 of the Finance Act 1965 was introduced to alleviate 
somewhat the financial burden which accrues if a taxpayer, by 
replacing a business asset, is called upon to pay tax on a capital 
gain on the disposal of the old asset and at the same time has to 
find the money to acquire the new one. The 1965 Act not only 
introduced long-term capital gains tax but also considerably 
widened the scope of the tax on short-term capital gains, which 
hitherto had not, broadly speaking, been chargeable on normal 
‘business assets’. 


Conditions for relief 


Section 33 provides that rollover relief be granted if the 
following basic conditions are met: 


(1) The taxpayer must be carrying on a trade, profession, 
vocation, office or employment. 

(2) The consideration for the asset being sold (the old asset) 
must be wholly applied towards the cost of the replacement 
(the new asset) — or an interest in the new asset. 

(3) Both the old and the new asset must be used wholly in the 
trade, profession, vocation, office or employment. 

(4) The acquisition of the new asset must take place, or an un- 
conditional contract for the acquisition be entered into, 
within a period beginning 12 months before and ending 
12 months after the disposal of the old asset — or such earlier 
or later period as the Revenue may, in writing, allow. 

(5) The new asset must be acquired for use in the trade and 
not wholly or partly for the purpose of realizing a gain 
from its disposal. 


(6) Both the old and new assets must be within one and the 
same class of assets as set out in section 33 (6). 

If the above basic conditions are met, then any chargeable 
gain arising on the disposal is not assessed, but is deducted for 
the purposes of capital gains tax from the cost of the new asset. 
This cost is treated in computing any future gain as having 
been reduced accordingly. 

As is usual in taxation work, now that we have arrived at the 
basic rules, these must be considered further, and in some 
cases adapted, to meet specific problems which the Act recog- 
nizes as not falling fully within the rules. 


7. Trade 


In the case of a group of companies within what is now section 
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The author, Mr. D. W. Jenkins, F.C.A., who is taxation manager of 
Ready Mixed Concrete Ltd. 


272 of the Income and Corporation Taxes Act 1970 (except on 
inter-group acquisitions and disposals) all the trades carried on 
by members of a group are to be treated as a single trade. This 
means, in my view, that a gain in one company can be set off 
against a new asset in another company, notwithstanding that 
they do not carry on the same trade, provided that they are in 
the same trading group. I understand that the Revenue concur 
with this view, which is very gratifying; but they are, in my 
opinion, only saying that the Revenue agree with what the 
Act says. 

Bear in mind that there must be a trade, profession, employ- 
ment or vocation. This rules out land investment holding 
companies. I understand, however — but I say this guardedly — 
that, in a group, the Revenue consider a land holding company 
to be covered by its interpretation on groups mentioned in the 
last paragraph. 

The section applies where a person is carrying on two trades 
either at the same time or in succession which are in different 
localities but which are concerned with goods or services of the 
same kind. Hence we have the hoary old problem of a man 
selling a greengrocer’s business in Burnley and buying the same 
sort of business in Blackpool — relief available. If he buys a 
newsagent’s business in Blackpool, relief would not be available. 


2. Application of consideration 


There is no strict requirement that one asset sold must equal 
one asset purchased. There may be several assets sold, the 
consideration for which is used in acquiring one asset and vice 
versa; and, provided they are all in the same class, then the 
rollover relief is available. 

The golden rule that the whole of the consideration must be 
applied in replacement is relaxed somewhat where only part 
is so applied. Provided that the part not applied is less than the 
full amount of the gain (not just the chargeable gain), then 
the amount which is available for rollover relief is limited to 
the amount of the gain which is reinvested in the new asset; 
or, if the chargeable gain is less than the actual gain, then the 
proportion of chargeable gain. 


Illustration £ 
Assets sold for 100,000 
Gain 10,000 


Cost of replacement . 
Part not applied less than total gain: 
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(a) If all chargeable gain, then capital gains tax on £5,000 and 

rollover relief on £5,000. 

(b) If chargeable portion (say) £5,000, then rollover relief on 

£2,500 and capital gains tax on £2,500. 

It is interesting to see here the juxtaposition of gain and 
chargeable gain, in that the part not reinvested is to be less than 
the total gain. This is based, one supposes, on the premise that 
we are talking about reinvesting proceeds. One must bear in 
mind that it was not until the Finance Act 1967 that the amount 
to be deducted from the cost of replacement was the chargeable 
gain and not the total gain, although Parliament — out of the 
kindness of its heart — made the new rule retrospective. 

Applying the above considerations, our man moving from 
Burnley to Blackpool could, therefore, obtain some relief, if he 
opened a newsagent’s section in his greengrocer’s business 
prior to sale, or bought a newsagent’s business with green- 
grocery attached. By the time he had considered these and the 
practical problems arising, he would probably have given it all 
up as a bad job anyway! 


3. Use in trade 

Again, this rule is relaxed somewhat if the assets — for instance, 
buildings and land ancillary thereto — are used only partly for 
the trade, or if an old asset has been used only partly for the 
trade during the period of ownership. In cases like these, 
rollover relief is restricted proportionately according to the 
portion of the building used for the trade, or the length of time 
an asset has been in use for the trade. Both restrictions are in 
operation, if relevant; one does not exclude the other. 


4. Unconditional contract 

An unconditional contract is good for rollover relief without 
waiting to see whether or not the asset is actually acquired, 
e.g., on a subsequent conveyance. If it is not acquired, of course, 
the relief is cancelled and the taxpayer must pay over the tax due. 


5. Not for purpose of gain 


Not normally presenting any difficulty here, although — as ever 
in rather vague wording — the Revenue seem to expect a tax- 
payer to incur a loss if he disposes of an acquired asset. This 
conflicts with the taxpayer’s desire which is, of course, to make 
a profit if he can. Surely, in the case of outlay on land, a tax- 
payer would normally have at the back of his mind some hope 
that it will increase in value, even if only to keep up with in- 
flation. 


6. Classes of asset 

The classes of asset are mainly self-explanatory. In class I one 
has, of course, two entirely different types of asset; land and 
buildings used for the purposes of the trade and fixed plant and 
machinery. 

As you will appreciate, the latter type of asset depreciates 
far quicker than the former. Until 1969, therefore, rollover 
relief claim could be made on the sale of land against a purchase 
of fixed plant. As plant, upon sale, usually realizes nowhere 
near its original value, this meant in a lot of cases an effective 
method of getting rid of the original gain. 

The same effect could be obtained by rolling over a gain on 
freehold against an acquisition of a leasehold interest. I said 
above, however, this could only be done until 1969 when the 
Finance Act of that year limited somewhat the rolling over of 
assets within class I. 


Wasting assets 

Where both the disposal and acquisition are not before April 
6th, 1969, and the new asset is a depreciating asset (i.e., a wasting 
asset as defined in paragraph o of the Sixth Schedule to the 
Finance Act 1965) or if it will become one within ten years and 
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a rollover relief claim could (but for Finance Act 1969) be 
made against it, then the gain cannot be carried forward as 
rolled over, but it is treated as not having arisen until the 
earliest of the following events occurs: 


(a) Ten years elapsing from the acquisition of the new asset. 
(b) The new asset is sold. 
(c) The new asset ceases to be used for the purposes of the trade. 


Upon the occurrence of the above, the gain on the old asset 
must be accounted for. There cannot be any question of further 
rollover relief on the old asset as there are no proceeds to 
reinvest which is one of the major conditions of section 33. Note 
also that the gain is not treated as rolled over- the actual 
occasion of it is postponed, so that there is no reduction of the 
cost of the depreciating asset. This does not, however, prevent 
a rollover relief claim being made, if the normal conditions are 
met in respect of any gain arising from a disposal of the new 
asset. | 

If a non-depreciating asset is purchased before a gain is 
deemed to arise under (a), (b) and (c) above, then the taxpayer 
can return to normality by electing to rollover the gain on the 
old asset against such non-depreciating asset. 

An interesting point here is that freehold mineral land is not 
a wasting asset, although (dependent, of course, where it is) 
it loses its value during its life and can, therefore, be considered 
analogous to fixed plant. 

In concluding, it is important to remember that rollover relief 
does not have any effect on the purchaser of an asset, a gain on 
which has been rolled over by the seller. The purchaser is 
entitled to his full price as the base for his capital gains 
computations. 


Finance Act 1971 


The 1971 Finance Act contains several provisions which affect 
the taxation aspects of the replacement of business assets. 
These can be summarized as follows: 


(1) Short-term capital gains tax has been abolished, with 
effect from April 6th, 1971, and therefore the necessity for 
considering rollover relief in this context no longer exists. 


(2) The provisions relating to capital allowances and charges 
do not now apply in respect of expenditure incurred on or 
after October 27th, 1970, on the provision of plant or 
machinery. A new system of allowances has been instituted 
to give relief for such expenditure which, inter alia, 
provides for the deduction of proceeds in the capital 
allowance computation, thereby effectively eliminating 
balancing charges/allowances except those of the ‘terminal’ 
variety. 

Where, however, a balancing charge arises on a disposal 
of assets which were purchased prior to October 27th, 
1970, such charge can, upon election, be rolled over against 
purchases on or after that date except against: 

(a) Assets which are not used wholly in the trade. 

(b) Assets which are the subject of a subsidy towards 
wear and tear from the Crown, public or local 
authority (whether UK or not), etc. 


(c) Cars costing over £4,000. 


(3) An amendment introduced in the final stages of the 
Standing Committee abolished the necessity for both 
the old and new assets to be within the same class, pro- 
vided the acquisition of the new asset takes place on or 
after April 20th, 1971. The requirement is now that both 
the old and new assets must be within any of the classes 
set out in section 33 (6), Finance Act 1965. 

This is a most important amendment and there is now 
greatly increased scope for the claiming of rollover relief. 


August 19th, 1971 


Current Law 


Damages 


T is well established that compensatory damages are limited 

in amount to what arises naturally and immediately from the 
act complained of. This may include the hire of alternative 
facilities in an appropriate case. 

A car belonging to M was a total loss as the result of a col- 
lision, due to the negligence of the other driver. M placed an 
order for a new car for early delivery, but it was in fact not 
delivered for eighteen weeks. Meanwhile he hired an equivalent 
vehicle for {20 per week (this being well below the market 
rate because the garage proprietor was a friend of his). He 
claimed damages of £360 for the loss of use of his own car, 
based on the cost of hiring the other car for eighteen weeks at 
{20 per week. 

In the Court of Appeal, it was held that his claim succeeded. 
M had behaved in a sensible and businesslike way; he was a 
professional man with a busy practice who needed a reliable 
car, He might have bought a second-hand car, but he did not 
trust second-hand cars; he would in any event have sold the 
second-hand car fairly soon on acquiring a new car, and would 
presumably have incurred a loss on that transaction. 

Moore v. DER Ltd-(121 NLJ 547: The Times, June roth). 


Negligence: Indemnity 


The Court of Appeal has unanimously upheld the decision in 
Gray v. Barr (The Accountant, June 11th, 1970). 


({r971] 2 All ER 949). 


Architectural Design: Copyright 


A of potential interest in relation to professional working 
papers has recently come before the Court of Appeal. 

An architect agreed to prepare drawinzs in support of an 
application for planning permission for extensions to a factory, 
for a nominal fee of 100 guineas. The RIBA scale charge for the 
work would have been about {goo. Planning permission at that 
stage was refused, and the architect did not act further for the 
client. However, planning permission was subsequently ob- 
tained, and when the building was erected the architect noticed 
that it included a distinctive feature of h:s original plans. He 
sued the property owners for infringement of his copyright. 

The Court of Appeal (affirming the trial judge) ruled that, 
when an architect prepared plans at a clien=’s request, the copy- 
right remained with the architect, and the client could not 
reproduce the plans or any substantial pa-t of them without a 
licence express or implied. In a previous case (Blair v. Osborne 
and Tomkins [1971] 2 WLR 503) the architect had charged the 
full RIBA scale fee, and this implied a licence for the client to 
use the plans for building. In the present case, the charge was 
well below the RIBA scale and could not have been intended to 
include an implied licence to use the plans for building without 
paying any more. 
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On the award of damages, the Court felt that this should bear ` 
some relation to the fee which the property owners would have 
had to pay for a licence, and declined to interfere with the trial - 
judge’s finding of £500. 

Stovin-Bradford v. Volpoirt Properties Lid (115 Sol. J. 568). 


Seller in Possession 
e 25 of the Sate of Goods Act 1893, so far as 


presently material, provides that ‘where a person, having 
sold goods, continues or is in possession of the goods, the 
delivery by that person under any sale, pledge, or other dis- 
position thereof, to any person receiving the same in good 
faith and without notice of the previous sale, shall have the same 
effect as if the person making the delivery were expressly 
authorized by the owner of the goods to do so’. 

A car dealer bought a car from C, and gave C a cheque for 
£525, which was dishonoured on presentation. The dealer 
had meanwhile resold the car to W, a finance company, with a 
view to their letting it on hire-purchase to a customer. When the 
dealer’s cheque was dishonoured, C retook possession of the 
car. W then sued C for conversion, alleging that ‘possession’ 
in section 25 must mean ‘lawful possession’ and that the dealer 
was a trespasser who had been in possession of the goods with- 
out W’s consent. 

The Court of Appeal dismissed W’s claim and held that C 
had a good title to the car. The words ‘continues in possession’, 
as used in section 25, imputed continuity of physical possession, 
and the word ‘disposition’ was wide enough to cover the retaking 
of the vehicle by C. 

Worcester Works Finance Lid v. Cooden Engineering Co Lid 
(121 NL] 664; The Times, July 21st, 1971). 


insurance Broker’s Duty to Client 


N insurance broker who takes it upon himself to fill in a 

proposal form for a client has a duty to use such care as 
is reasonable in all the circumstances, but does not guarantee 
that every answer is correct. 

C bought a motor-car, and asked K, who carried on business 
as an insurance broker, to arrange insurance. On information 
given by C, K filled up a proposal form. One of the questions 
asked was whether the car would be garaged or parked in the 
open; C in fact had no garage, but due either to a misunder- 
standing or to an error on K’s part, the proposal stated that 
the car would be kept in a private garage. 

Having completed the proposal form, K handed it to C and 
invited him to read through it to satisfy himself that it was in 
order. C, according to his subsequent evidence, glanced through 
the form and signed it without noticing the mis-statement 
about the garage. . 

The insurance company accepted the risk, but when C’s car 
was subsequently damaged whilst parked outside his home,. 
the company became aware of the mis-statement in the proposal 
form and refused to pay. C then brought an action against K, 
alleging that the insurers’ repudiation arose from a breach of 
K’s contractual duty to complete the proposal form correctly. 

The Court of Appeal unanimously dismissed .C’s claim. 
The duty of a proposer for insurance was to make sure that the 
proposal form was accurate, and not to sign it if it was inac- 
curate; he could not be heard to say that he had not read the . 
form or was not fully aware of its contents. Further, as it had 
been proved only that the loss was due to a slip or misurider- 
standing either by C or K, and that K had fully intended when 
completing the form to give it to C to check before signing, 
it was impossible to say that there had been any breach of 
contractual duty. . 

O’Connor v. B. D B. Kirby & Co and Another ([1971] 
2 AIL ER 1415). 
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Drake & Cubitt Reorganization 


t NVIRONMENT? is the present Government’s word just 
as ‘technology’ was a worc. so much overused by a certain 
member of the previous administration. But ‘environment’ and 
‘environmental’ have quickly become part of the industrial 
vocabulary, whereas ‘technology’ is still sparingly used. 

So it is that the mechanical and electrical engineering division 
of Drake & Cubitt Holdings ‘maintains its high reputation in 
the industrial and environmental engineering section of the 
construction industry’. Envircnmental engineers used to be 
called heating and ventilating engineers. 

This is part of the Drake & Cubitt operation which also 
covers a building and civil engineering division represented by 
Holland, Hannen & Cubitts: and electrical manufacturing 
division (Ottermill Ltd); and -ndustrial plant contracting and 
manufacturing division (Sturtevant Engineering Co) and an 
engineers’ merchants division (Stotesbury Tubes & Fittirgs). 
The environmental engineers are Drake & Scull Engineering. 

The group is basically the merger of the Drake & Gorham, 
Scull; Holland, Hannen & Cukitts and Sturtevant Engineering 
groups, and the year to last March, so Mr H. Owen Jones, 
F.c.A., the chairman and chef executive, comments, ‘was 
originally planned to be one of reorganization with only a 
moderate growth in profits’, The fact that profits were {1°3 
million down, Mr Jones says, has to be viewed against the back- 
ground of a year of rising costs, lack of confidence in the indust- 
rial capital projects market and a prolonged industrial dispute 
affecting the group. 


Auditors’ reservation 


The accounting-points raised in the accounts are covered by the 
chairman in two paragraphs: 


‘During the year reorganization has been accompanied by a 
reappraisal of the value of the company’s properties. Finan- 
cially this has shown a surplus which has been added to re- 
serves. It should be noted that it was necessary also to make 
additional provisions in the profit and loss account against 
contract work undertaken in previous years and withdrawal 
losses in our Sturtevant South African operations. The net 
effect of these adjustments is to create a surplus of £83,823 in 
addition to the surplus on trading. 

‘In accordance with the recommendation of the Institute of 
Chartered Accountants your company’s proportion of the 
results of associated companies has been consolidated- with 
these accounts.’ 


It will be seen that the auditors make a reservation in their 
report on the subject of the lack of audited accounts of Sturtevant 
Africa (Pty) and of the point that no part of that subsidiary’s loss 
has been charged in arriving at the group profit. 

Note 1 to the accounts expleins the position concerning the 
African subsidiary and the chairman goes further into the sub- 
ject. The Sturtevant organizat-on as a whole has been giving 
trouble for some years largely because of heavy losses in the 
manufacturing division. ‘At the cost of fairly heavy redundancies 
and a ruthless pruning of unprofitable activities’, the manu- 
facturing division has been brought back to profits. < 

In South Africa, Sturtevant experienced serious technical 
problems which gave rise to losses ‘of a magnitude which called 
into question the whole basis cf the Sturtevant’s operations in 
that country’. It was decided that secondment of UK personnel 


for specific contracts was a better use of the company’s resources 
than the maintenance of a permanent establishment ‘with the 
attendant difficulties of recruiting outside staff at each increase 
in the company’s order book’. 

Of the overseas activities of Drake & Scull Engineering, the 
chairman states that results have been affected by severe losses 
of an exceptional nature incurred on projects engineered by the 
international division based in the UK. These arose from in- 
adequate provision of the costs necessary to complete certain 
contracts as well as the extraneous costs arising from the civil 
war in Jordan and the effect of labour welfare legislation intro- 
duced in areas of the Middle East where the company was trad- 
ing. The full situation did not become apparent until very late 
in the year, but the board have since taken remedial action 
following a review in depth of the organization, and a more 
selective approach to the growing overseas market is being 
pursued. i 

Information by divisions is given in considerable detail in the 
chairman’s review. At the head of each divisional review the 
number of staff employed, profit before taxation and turnover 
are stated with comparative figures. Staff numbers and turnover, 
but not profit, are stated in terms of UK and overseas (including 
exports in the case of turnover). 


Straightening out 


Each division is reviewed under main headings of United 
Kingdom, Overseas and Prospects, and detail is given of major 
contracts secured during the year. The second half of the report 
is given over to illustrations of the type of contract on which the 
group works. 

Clearly there is considerable grappling still going on with the 
task of straightening’ out the group following the mergers of 
recent years. The chairman comments that ‘much has been 
done in the past year to strengthen the trading position of the 
group while eliminating unprofitable activities’. In favourable 
circumstances this year’s profits should show a substantial 
increase. 

Taking into account the obviously considerable internal 
reorganization, the report and accounts are well presented but 
in a group like this a plain and concise, separate statement of 
accounting principles and methods is necessary. Perhaps it could 
be given next year when the straightening out process has been 
taken further. 

An interesting graph at the bottom of the ten-year record 
charts the value of £100 invested in the company’s shares over 
that period. {100 invested on March 31st, 1961, reached a 
peak value of £480 in 1969, but by March 31st, 1971, the worth 
had fallen to about £270 to put it on a par with the value ruling 
in 1964. 


Moores Stores 


AVING fallen from £1,198,000 to £530,000 between 
1965-66 and 1969-70, pre-tax profits of Moores Stores 
rallied to £561,000 in 1970-71 and the boardroom view is that 
the tide has turned. The process has been assisted by very 
considerable internal reorganization and changed trading policy, 
coupled with streamlined administration. 
Units and depots in the South-east, Midlands and North- 
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(Midlands) Ltd. : 
Amount applied in paying up bonus issue 


Arising on acquisition of shares in Holland, Hannen & Cubitts 
Part of cost of above issue 


At 31st March, 1970 


15 Share 
Premium 


Surplus on revaluation of Land and Buildings 


Provision for Deferred Taxation 


16 Revaluation 
Surplus 


No tax has been provided in respect of the surplus arising in companies having available 


tax losses. 


‘B’ Cumulative Redeemable Preference Shares of £1 each 


IC Cumulative Preference Shares of £1 each 
10% ‘D’ Convertible Cumulative Redeemable Preference Shares 


5%, Cumulative Redeemable Preference Shares of £1 each 
of £1 each 


Authorised and Issued: 


8% 
7% 


17 Preference 
Shares 


4996, on which date the shares will be redeemed at a premium of 5p 


The Company may redeem the 5% Preference Shares on 1st May or fst November in any 


year until tst May, 


per share. 


‘B’ Preference Shares on 1st April, 1991, or on any 
1996, on which date the shares will ba redeemed. 


deem the 8% 


ter until ist April, 


The Company may re 
4st April thereaf 


‘D’ Preference Shares on 31st October, 1992, or on 
October, 1997, on which date the shares will be 


em the 10% 
fter until 31st 


The Company may rede 


hares are convertible into fully paid Ordinary Shares of 25p on 30th 
e years 1971 to 1976 at the rate of one Ordinary Share for every 


any 31st October therea 


redeemed. These s 


f these Preference Shares. 


September in any of th 
674p nominal amount o 


August 19th, 1971 


west are now administered from Reddish, Cheshire, and those 
Yorkshire, the North-east and Scotland from Felling-on-Ty. 
A visible record computer system became operative at Redd 
last February and is linked with the established ICL compu 
centre at Felling. SE 

A new management services section has been formed w 
responsibility for developing control and information syste 


-within the group. Mr W. P. Webster, the chairman, reports 


his latest review that ‘a comprehensive system of budget 
control was introduced and the board has been provided w 
regular profit forecasts which are now a normal part of all ma 
policy decisions and announcements. Detailed plans have bi 
agreed for the continuing extension of this important aspect 
the company’s operations.’ 

Considering that profits have turned for the better afte 
four-year fall, but are still more than £100,000 below the x 
level, some shareholders may consider that the “comprehens 
system of budgetary control’ has been a shade tardily introduc 


Misleading Information 


HE Wingard motor accessories company came sadly 

accounting grief in the second half of last year with 
board belatedly reporting a full-year loss of £109,000 afte 
first-half profit of £65,000. Mr J. S. McKerchar, F.c.a., » 
chairman, comments on failure to check both the escalation 
overhead costs and the falling off in productive capabilities. I 
resuliant sharp deterioration in accounting procedures and 
internal controls caused misleading information to be given 
the board. 

Administration and accounting deficiencies concealed 
fact that the company was trading at a loss, which was gradu: 
to become more severe in the second half of the year. T] 
the chairman says, was not even apparent when he made 
interim report last March. Then it was merely admitted t 
the second half of 1970 would not show the profits expec 
because profits originally anticipated were based on product 
projections since found to be wrong. 

Peat, Marwick, Mitchell have been appointed auditors w 
the full agreement of the previous auditors, Jones, Ave 
Worley & Piper, and the chairman has re-engaged the accou 
ant who was with him in the 1960s so that last year’s errors y 
not occur again. The whole of the 1970 accountancy recor 
including those of the first half-year, had to be corrected. 

In the first half of this year profits of £47,000 pre-tax w 
earned and in the four-weeks’ accounting period to July 17 
production and sales were at record levels. The directors 
confident that this tempo and consequential improvement 
profitability will continue. 


Changed Accounting Basis 


RELIMINARY figures from Davy-Ashmore, the steel ¢ 

industrial plant engineers, brought an indication of a chai 
in the basis of accounting. Reporting trading profits at £1,695,: 
against £1,011,070, the board stated that the figures are r 
in fact, comparable. 

From April rst, 1970, a uniform basis of valuing work 
progress and of closing contracts was adopted throughout 
group. The effect of the change is to bring into the 1970 
accounts approximately £940,000 of profit relating to work d 
during the year but credit for which, on the old basis of accor 
ing, would have been postponed until subsequent periods. 

The chairman’s statement, it is announced, will give a 
explanation of the reasons.for the change which has ‘the 
approval of the auditors’. | 
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City Notes 


RS severity of the American moves on the dollar certainly 
caught the rest of the currency world on the hop. There 
had been much forecasting of likely moves but the fact that 


1972 is Presidential election year was generally thought to be a ` 


restraining point. 

Far from it. President Nixon has shown a considerable degree 
of political skill in taking major steps immediately while there 
is still time for the changes to have effect before the election 
period comes up. 

Probably the dollar still had strength encugh to absorb the 
punishment it was taking, but the best form of defence being 
attack, the American authorities took action with that degree 
of excessive fire power that American Army commanders like 
to provide. 

Freeing of the dollar, the dismantling of the gold agreement, 
a go days’ freeze on prices and wages, a Io per cent import 
surcharge, Government spending cuts, and tax incentives to 
industry make a package of measures that sirprised even the 
speculators, who thought that in selling dollars they were on to 
a good thing. 

It remains to be seen whether the Amerizan economy has 
the strength to take advantage of the new counter-attacking 
power. The weaker any dollar protective measures were, the 
more likely positive devaluation became. Presidant Nixon and his 
advisers obviously did not make the mistake of weak protection. 


% Ko Ko * 


AVING retreated well past the 400 mark for the FT Index 

and then having rallied to well above it, the equity market 
inevitably reacted bearishly to the American currency and 
economic moves. The rally which took the index above 400 was 
based on helpful industrial company results and impressive 
official reserve and trade figures. The latter. indicated a balance 
of payments surplus running at something in the region of 


£700 million a year. If maintained, that would help provide the 
Common Market entry cushion that the reserves undoubtedly 
need. However, such heady calculations were quickly set to 
nought with President Nixon’s announcement and the equity 
market immediately lost 5 points in FT Index terms. But the 
shock of the dollar moves came to a market in bullish rather 
than bearish mood, and therefore the shock was relatively well 
absorbed. At least one major item of uncertainty has been 
removed. . 


Ko * $ Kä 


IGURES from the Halifax Building Society are getting 

enormous. For a long time the Society has been reporting 
figures to the nearest ten thousand and when total assets reach 
£2,173,510,000, the next reporting move may be figures to the | 
nearest hundred thousand. The impressive part about the 
Halifax asset figures is not that they are across the {£2,000 
million mark, but that the assets increased by {177,850,000 in 
six months. At that rate there is an annual increase in assets of 
over £350 million a year. 

The Bristol and West Building Society, whose total assets 
are less than the six months’ increase in those of the Halifax, 
calculates that building societies are close to becoming the 
biggest single type of financial institution in the UK. 

At the end of June, building society assets totalled £11,717 
million against £8,582 million of National Savings and {10,000 
million of London clearing bank deposits. Against the building 
societies’ figures, the {1,400 million or so of total unit trust — 
investment is little or nothing in competitive terms. 

Only the combined assets of life assurance companies of 
£13,532 million exceed the building societies’ assets total. But 
it is pointed out that life assurance assets rose only by {£791 
million last year — which is about half the gain achieved by 
building societies. 


RATES AND PRICES 


Crosing prices, Tuesday, August 17th, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44%; 
25% surrendered for cash; Personal 4% 


Bank Rate 
Nov. o 1967 .. .. 66% Feb. 27, 1969 .. oe 8% 
Nov. 18, 1967 ua. 8A Mar. 5, 1970 7% 
Mar. 21, 1968 .. -Hh April 15, 1970 7%, 
Sept. 19, 1968 .. sa O April 1, 1971 6% 
Finance House Base Rate — August rst, 1971. 64% 
Treasury Bills 
June 11 £,5°6064% July 16 £5°5396% 
June 18 eee .. £5°6070% July 23 £5°5638% 
June zs .. »» £5°5917% July 30 £5°5642% 
July 2 ee .. £5°5925% Aug. 6 £56301% 
July 9 £55700% Aug. 13 £57252% 
Money Rates 
Day to day . 3-44 % Bank Bills 
o days Gs 44-52% 2 months 54-64% 
Fine Trade Bills 3 months .» 84-64% 
3 months .. 64-74%, A months -« 53-64% 
4 months .. 64-74% 6 months . SHO % 
6 months .. 61-71% 


Foreign Exchanges 


Owing to the American dollar crisis the London foreign exchange 
market was closed to business by order of the Bank of England on 
Monday and Tuesday this week. As we went to press it was still un- 
known when the market would re-open. 


Gilt-edged 

Consols 4% 434 Funding 64% 85-87 .. Bs 
Consols 24% 27$ Savings 3% 65-75 .. 898 
Conversion 34% .. 39} Treasury 9% 1994 och 
Conversion 54% 1974 07 tk Treasury 64% 1976 .. 98% 
Conversion 6% 1972 100} Treasury 34% 77-80 .. 79 

Funding 34% 99-04 463 Treasury 34% 79-81 .. 76% 
Funding 4% 60-90 984 Treasury 3% 86-89 „o 
Funding 54% 78-80 884 “Treasury 5$% 08-12 622 
Funding 54% 82-84 834 Treasury 24% .. 28$ 
Funding 53% 87-91 754 Victory 4% ig 1 97 

Funding 6% 1993 72% War Loan 3$% .. 394 
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Extraordinary General Meeting of 
. Burnhoime & Forder Ltd 


Sir, — As some of your readers may have noticed a headline in 
Accountancy Age of July 30th, 1971, ‘Auditors needn’t check 
valuations’, we felt that we should write to inform you that we 
made no such statement or anything that could have justified 
such a statement. 


Accountancy Age has apologized in their edition of August 
13th, "ox in the following terms: 


‘Fosolyne, Miles and Cassleton Elliott 


In the issue of Accountancy Age of 30th July, certain state- 
ments were reported to have been made by Kenneth Wilson, 
a partner in Josolyne, Miles & Cassleton Elliott at the 
extraordinary general meeting of Burnholme & Forder. 


‘Solicitors acting for Josolyne, Miles & Cassleton Elliott ` 


have asked us to state that Mr Wilson made no remark 
indicating that it was “not the function of auditors to check 
the valuations of directors”. Tim Holland, the Chairman of 
Burnholme & Forder, said “Valuing the stock is not what 
auditors are for — sometimes they do, but it is not what 
they are for”. 

“We apologise to Mr Wilson and Josolyne, 1 Miles & Cassieton 
Elliott for any embarrassment or inconvenience caused.’ 


Yours faithfully, 
JOSOLYNE, MILES & CASSLETON ELLIOTT. 


London EC2N 2DS. 


Legislative Confusion 
Sir, — Following the publication of the Finance Act 1971, it is 


intriguing to see how tangled our tax legislation is again be- 


coming, less than 18 months after consolidation. It is claimed 
that tax has to be complicated to be just, but is it asking too 
much to expect that at least the non-technical points, such as 
citation and construction, might be straightforward? | 

The consolidation Act provided that ‘this Act may be cited 
as the Income and Corporation Taxes Act 1970’ (section 540). 
However, during the seven weeks that elapsed between the 
passing of that Act and the publication of the Finance Bill 
someone had second thoughts, and decided to refer to it as 
‘the Taxes Act’ and this wording has been adopted subsequently 
(see Finance Act 1970, section 36 (2) and Finance Act 1971, 
section 69 (2)). Ocasionally, however, it is considered preferable 
to call it ‘the Income and Corporation Taxes Act 1970’, as in 
paragraph 1 of Schedule 6 to the Finance Act 1971. 
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A point to remember about ‘the paves ‘Act’ is not to confuse 
it with ‘the Tax Acts’ which is something rather different (see 
I.C.T.A. 1970, section 526) or even with ‘the Taxes Acts’. 
which expression itself has two entirely different meanings. 
one in section 118 (1), Taxes Management Act 1970 and the 
other in section 31 (5), Finance Act 1971. 

The Taxes Management Act 1970, which incidentally shows 
its individuality by calling I.C.T.A. ‘the principal Act’ (see sec- 
tion 118 (1)), has similarly been called “the Management Act’ ir 
the Finance Act 1970, (section 36 (2)) but is given its correc 
title once more in the Finance Act 1971. 

If anyone is becoming confused, let me reassure them by 
pointing out how simple things are now that the income anc 
corporation tax legislation is contained in one combined Act 
as we can merely construe future legislation as one with tha 
Act as envisaged in section 526 (2). Or can we? Section 526 (2 
seems in retrospect to have been merely inserted to fill up: 
blank space or to avoid the Act being too short. Our legislators, 
having felt it desirable to consolidate the income and corporation 
tax legislation in one Act, apparently prefer actually to treat it as 
if it is two distinct Acts, as both the Finance Acts 1970 (section 
36 (4)) and 1971 (section 69 (3)) distinguish between ‘the 
Income Tax Acts’ and ‘the Corporation Tax Acts’. 

Finally, if any MP among your readers can explain the 
reasoning behind the above inconsistencies, I would also be 
interested to know why it has now been decided that the capital 
allowances legislation should all be contained in the Capita! 
Allowances Act, except that relating to plant and machinery 
purchased after October 27th, 1970 which is left in the Finance 
Act 1971, rather than being inserted into the Capital Allowances 
Act. 

Yours faithfully, 


Wembley, Middlesex. R. W. MAAS, A.C.A. > 


Mature Students 


Sir, — Last week you described as ‘merely silly’ the present 
attitude of The Institute of Chartered Accountants in England 
and Wales towards qualified members of other bodies who are 
unable to meet its own combined age and acceptable experience 
requirement. In this ] commend your moderation for I would 
personally prefer to borrow a phrase from a speaker at this 
year’s annual meeting of the Institute: as reported in your 
issue of May 13th, Mr John Denza, M.A., F.C.A., then said that 
for the Institute to cut out good people from motives of elevating 
its own status was ‘a smug, arrogant attitude which deserves 
damnation’. 

Any holder of a recognized professional qualification awarded 
by examination — not necessarily in accountancy alone — is 
eligible for registration by London University as a ‘mature 
student’; as it happens, I was myself able to take advantage of 
this clause some years ago. Thus such people are as surely 
qualified for entry to a United Kingdom university as are any of 
today’s ‘two A-level’ candidates: and, if there is a case for 
making them wait until age 27 and satisfy some specific experi- 
ence requirement as well, the Institute has not yet troubled to 
tell us what it is. 

You also report that the Institute is continuing to study 


‘the feasibility of a second-tier qualification’. If this is indeed 


the case — three years after such a qualification was offered as an 
essential feature of the 1968 integration proposals — one may 
suspect that the Institute was never very anxious to be identified 
with the second tier, and that this feature was included only as a 
concession to other interests. 


Yours faithfully, 
FERROVIUS. 
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BIRMINGHAM CAREERS 
EXHIBITION 


WITH nearly three months to go before the 
opening on November 4th of the Bir- 
mingham Careers Exhibition, some 40 
companies, professional bodies and trade 
associations have already booked space. 

Exhibitors will include major com- 
panies such as Tube Investments, Joseph 
Lucas and Marks and Spencer, together 
_with the Birmingham Regional Hospital 
Board, Midlands 'Telecommunications 
Region and West Midlands Gas Board. 
Among the professional bodies repre- 
sented will be The Association of Certi- 
fied Accountants, The Institute of Cost 
and Works Accountants, and The Insti- 
tute of Bankers. Stands have also been 
taken by the Armed Services, and the 
British Shipping Federation, while de- 
velopments in training will be shown by 
the Forward Engineering Group Train- 
ing Scheme and the Distributive Industry 
Training Board. 

The exhibition is to be held at Bingley 
Hall, Birmingham, from November 4th to 
1oth, from 10 a.m. to g p.m. each day 
except Sunday. 


NOTTINGHAM SPORTS FIESTA 


OVER 350 students from 18 societies 
attended last year’s sports fiesta held by 
Nottingham CASS, and plenty of con- 
testants are again expected at this year’s 
fiesta due to take place on Friday after- 
noon, September 24th, at Highfields 
Playing Fields, Nottingham. 

Matches will include six-a-side football, 
seven-a-side rugger, six-a-side hockey, 
tennis, golf and squash. The three cups 
to be awarded will be the Punters Cup 
for rugger — the present holders being 
Liverpool; the Billy Walker Cup for 
soccer — present holders, London; while 
the overall fiesta winners will be presented 
with the Going-Scothorne Evans Cup, 
also held by Liverpool CASS. 

The aprés sports activities are again 
at the Hippo Club - this proved popular 
last year — and the entertainment will 
include the Go-Go Girls, films and a 
‘Yard of Ale’ competition — first prize a 
bottle of champagne. 

Entry fees for the fiesta will be {1-65 


per player({£1-40 per spectator) plus {1-65 
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Student Roundabout 


green fee for golfers. Entries, with the 
appropriate fee, should be sent not later 
than September 4th to Trevor Cooper, 
c/o Price Waterhouse & Co, 1 King John’s 
Chambers, Bridlesmith Gate, Notting- 
ham. 


PRESTON’S AUTUMN SESSION 


THE autumn session of lecture meetings 
for members of Preston and District 
CASS opens on Thursday, September 
gth, when the subject for Final Part I 
students will be ‘Estate duty’. On Tues- 
day, September 21st, they will move on 
to study bases of assessment and capital 
allowances under Schedule D, Cases I 
and II. 

For Part II students, the opening sub- 
jects will be ‘Accounts III — costing and 


management accounting’ on Friday, Sep- 
tember roth, and ‘Group accounts’ on 
Monday, September 2oth. 

These one-day lecture meetings will 
be held at the Masonic Temple, Saul 
Street, Preston, starting at 9.30 a.m. 
and continuing until 5.30 p.m.; they are 
available to members at the modest cost 
of {1 per day. Those interested should 
contact Peter Heller, c/o Thornton & 
Stanley, The Close, Queen’s Square, 
Lancaster. 

An interesting afternoon is anticipated 
on September 15th when Peter Whalley 
has been able to arrange a visit to the 
factory of H. J. Heinz Co, at Wigan. 
Members wishing to attend should 
contact him, c/o F. J. Nash & Co, 35 
Ribblesdale Place, Preston PR1 3NA. 





New Policy for South Eastern CASS 


To encourage greater interest in the 
affairs of the South Eastern Chartered 
Accountant Students’ Society, the Com- 
mittee has been re-thinking policy. 
Formerly, it was customary to organize 
small, local lectures but it was found that 
expenditure in relation to attendance was 
so high that not only was the Society 
losing money, but having very little to 
show for it. It has to be remembered, 
however, that low attendance was due 
mainly to the sprawling nature of the 
Society’s area covering all of Kent and 
Sussex, and parts of Surrey and Hamp- 
shire. 

To overcome the problem the Com- 
mittee has decided to hold six two-day 
lecture meetings a year in central loca- 
tions, and at the same time to encourage 
branches to organize local activities as 
they see fit. 

The Committee is also conscious of the 
fact that the Society should not only 
promote the education of members but 
should cater for other needs as well, 
embracing events of general and social 
interest. 


The recently elected Chairman, John 
Whiter, of Eastbourne, who was secretary 
of the Eastbourne Branch for two years, 
is emphatic that the Committee ‘must 
improve communications and capture the 
interest of members by promoting not 
only good lectures but also by organizing 
sports and social events’. He is supported 
in this view by the Vice-Chairman, 
Trevor Davies, of Hastings, who thinks 
that the new lecture format is bound to 
succeed if organized properly. 

The Society is fortunate to have en- 
listed as Secretary, Mr Robert Buxton, 
F.C.A., who is Assistant Secretary and 
Conference Secretary of the senior 
district society. He has agreed to take 
over the routine work such as member- 
ship records and _ circularization of 
announcements. 

We understand Mr Buxton is rather 
conscious of having two hats, but has 
promised the Students’ Society to wear 
only one at a time! 

It only remains now for members to 
back up the Committee in their new 
programme arrangements. 
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GRADUATE PACKAGE 
COURSE 


A NEW course, described as the ‘Graduate 
Package Course’, is being introduced 
next month by Foulks Lynch as an 
alternative to the full correspondence 
course. Though primarily designed for 
those serving three-year articles, the 
course is nevertheless available for any 
student who has passed the Intermediate 
examination or is exempt therefrom. 


Foulks Lynch have found that there 
has been a tremendous demand for this 
type of course in recent months and they 
are incorporating in their new ‘package’ 
many of the lessons learned from dis- 
cussions with both principals and students 
during the past year. 


Consisting of periods of full-time 
class tuition and programmed home- 
study material, an important feature of 
the course is the very high degree of 
personal attention. It will be conducted 
under the direct supervision of a tutorial 
director through whom students can 
arrange discussions with the relevant 
subject-tutor at any time after enrolment. 


Additionally, an eight-week period of 
full-time intensive tuition will be held 
prior to the examinations and will include 
lectures, working sessions, tests under 
examination conditions, and com- 
mentaries on the tests. 


Graduate package courses are avail- 
able for students sitting Parts I or II of 
the Institute’s Final examinations in 
November 1972 or later, and the fee for 
Final Part I students will be £140 and 
for those taking Part II, £150. 


OXFORD AUTUMN 
SESSION 


THE autumn session of meetings of the 
Oxford CASS opens on September 3rd 
with a President’s sherry party for new 
members of the society. During the 
evening there will be a showing of the 
recent film The Newest Profession. 


Lectures then start on September roth, 
when Mr V. S. Hockley, B.COM., C.A., 
F.C.C.A., of Foulks Lynch, will speak on 
‘Recent Intermediate examination ques- 
tions’. On September 24th there will be 
a lecture for Final Part I students on 
‘Taxation’, when the speaker will be 


Mr P. R. Swinnerton, A.C.A., also of 
Foulks Lynch. 


All these meetings are to take place 
at the Eastgate Hotel, Oxford — the two 
lectures being from 2 p.m. to 5 p.m. — and 
it is hoped that a good number of 
members will take part. 
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102 NOT OUT! 


Ir seems that Exeter and District CASS 
are better at cricket than skittles, judging 
by the splendid score of 102 not out by 
Andy Weaver in a match on July 2oth. 
The students triumphed over the senior 
society at Broadclyst with a final score of 
136 for 3 in 17 overs, against the seniors’ 
131 for 2 in 20 overs. 


Exeter CASS are now challenging the 
senior society to a game of croquet — 
provided the seniors supply a rule book! 


BRADFORD BRIDGE 
TOURNAMENT 


As a tentative venture to widen the scope 
of the activities of Bradford CASS, a 
bridge competition was arranged re- 
cently. The initial reaction was encourag- 
ing — thirteen pairs played — and it is 
hoped to hold further events, perhaps 
monthly. 


Also on the social side, the Society’s 
third dance held at the Penny Farthing 
Club lacked the initial support of the 
previous dances in sales of tickets in 
advance, but by selling tickets at the 
door an attendance of over 250 was 
reached. The Committee are uncertain 
whether to hold another dance here but 
think that possibly a change of venue, 
perhaps to the Pentagon Club, would 
prove successful. 


Cricket 


An opening stand between Fleisher (16) 
and Smith (32) laid the foundations for 
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most of the runs in the A.C.A.s’ innings 
of 77 in a recent match with the Society. 
The students appeared to be cruising 
to an easy win through Wilson (28) and 
Atkinson (16) before both were out in 
quick succession and the side collapsed 
from 54-2 to 61 all out. 


In a subsequent match with Leeds 
CASS, Leeds were very much of a- 
‘two-man’ team with Bolton (G.) and 
Bolton (A.) doing much of the batting — 
30 and 27 respectively — to help their 
side reach 81. Bradford then batted and 
were in danger of losing until a steady 
innings by Whitwham saw them home 
to a 3-wicket win. (G. Bolton took 5 
wickets for 43 runs in 14 overs.) 


READING’S ANNUAL 
DANCE 


CONSIDERABLE effort (and delegation!) 
is being displayed by Christopher Morton, 
of the Reading Branch of the London 
CASS, in arranging the annual dance of 
the Branch for December roth at the 
White Hart Hotel, Sonning-on-Thames, 
Berks. 


The event is expected to be a sell-out 
and the gay throng will be ‘grooving and 
frugging’ to a well-known group from 8 
p.m. until well after 1 a.m. There will bea 
buffet and a bar extension. Double tickets, 
to include a five-course buffet, are priced 
£420, and are available from either 
Christopher Morton, 52 Cockney Hill, 
Tilehurst, Reading, or any committee 
member. 





Picturesque setting on the Thames of the White 
Hart Hotel, Sonning, where the Reading students 
will be holding their annual dance. 
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Notes 


and 
Notices 





PROFESSIONAL NOTICES 


ALBAN & Lamps, Chartered Account- 
ants, and SPICER AND PEGLER, Chartered 
Accountants, announce the formation, 
with effect from September 1st, 1971, of 
a joint firm with the name SPICER AND 
PEGLER, ALBAN & Lamp, Chartered 
Accountants. This arrangement will give 
representation to ALBAN & LAMB through- 
out the United Kingdom. The principal 
firms will continue to practise inde- 
pendently under their present names and 
from their present addresses. 


CHARLES Comins & Co, Chartered 
Accountants, announce the admission to 
partnership of Mr R. F. Cornish, A.C.A., 
and Mr R. J. C. JONES, B.SC., A.C.A., on 
August Ist, 1971. 


EDWARD Moore & Sons announce 
the opening of their European Office, 
under the name of Moore & Co, at 
Bellerivestrasse 211, 8008 Zurich, Switz- 
erland. The resident partner in the firm 
of Moore & Co is Mr ALex Haussmann, 
F.C.A., and the other partners in that 
firm, all of whom are members of 
EDWARD Moore & Sons, are Messrs R. 
GRIMBLE, H. E. Trayten, M. E 
Moore, R. J. Biincow, T. MORGAN, 
M. K. Down, P. W. Foss, A. C. WRIGHT, 
G. W. Epmunps, H. C. E. MAYNARD 
and H. W. Gyoury. 


Norris & Co, Chartered Accountants, 
announce that they have closed their 
offices at 37 Winchester Street and o 
Wote Street, Basingstoke, and have now 
moved to larger premises at 2 Church 
Street, Basingstoke. Telephone numbers: 
24801 and 25613. 


| JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


ACCOUNTANT 


TANSLEY WITT, Ward announce that 
as from Monday, August 23rd, 1971, 
their address will be 28 Ely Place, 
London EC1. 


APPOINTMENTS 


Mr David G. Bury, A.C.A., secretary/ 
accountant of Parsons Peebles Distri- 
bution ‘Transformers, has become a 
director of the company. 


Mr Richard Collard, a.c.a., has been 
appointed to the board of Biba Ltd and 
its subsidiary companies. 


Mr A. S. W. Mossop, A.c.c.A., has 
been appointed to the board of Pinchin 
Johnson Paints, part of The International 
Paint Co, as financial director. 


Mr J. R. Scott, c.a., has been appointed 


managing director of Dunlop Malaysian 
Industries Berhad. 





í$ 


Mr V. Thursby- Pelham 





Lë E 
Mr J. R. Scott 


Mr V. Thursby-Pelham, r.c.a., has 
been appointed to the board of the 
Zockoll Group of Companies as financial 
director. 


Mr N. R. Windsor, A.c.c.A., A.M.B.I.M., 
has been appointed chief accountant of 
Precision Electronic Terminations (EMI) 
Ltd with effect from July 26th, 1971. 


OBITUARY 
Mr G. A. Spencer, F.C.A. 


Mr George Alfred Spencer, F.C.A., 
chairman of The British Cotton and Wool 
Dyers Association Ltd and Chairman of 
the Distributive Industry Training Board, 
has died at his Bramhall, Cheshire, home 
at the age of 60. 

Born and educated in Hull, Mr 
Spencer was admitted to membership 
of The Institute of Chartered Account- 
ants in England and Wales in 1935. A 
year later he became assistant secretary of 
The British Cotton and Wool Dyers Asso- 
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ciation where he spent his entire business 
career, becoming managing director and — 
in 1959 — chairman of the company. He 
was appointed the first chairman of the 
Distributive Industry Training Board in 
1968 and only this month was re- 
appointed chairman for a second term. 

Always greatly interested in education 
and training, he gave much of his time 
to work in this field, and apart from his 
Training Board appointment had served 
on the Council of Lancaster University 
and the Courts of Salford University 
and Manchester College of Science and 
Technology. 

A member of the British Institute of 
Management for many years, he received 
the Institute’s highest honour, the 
Verulam Medal, in 1969. 


REVIEW BOARD FOR 
GOVERNMENT CONTRACTS 


Sir William Slimmings, C.B.E., DEE 
C.A., a Past President of The Institute 
of Chartered Accountants of Scotland 
and senior partner in Thomson 
McLintock & Co, has been appointed 
by the Chancellor of the Exchequer as 
Chairman of the Review Board for 
Government Contracts in succession to 
the late Sir William Lawson, C.B.E., 
B.A., F.C.A. 


GUIDE TO THE INDUSTRIAL 
RELATIONS ACT 


A short, practical guide to the Industrial 
Relations Act, containing a summary of 
the main provisions of the Act and a 
description of the action required by 
management and unions, has been pub- 
lished by The Industrial Society. It 
was available four days after the Act 
became law and is the first publication 
on the Act to be produced. 

The booklet — The Industrial Relations 
Act at Work — includes a summary of the 
Code of Industrial Relations Practice, 
a check list of management action and a 
list of unfair industrial practices. Each 
page describes a section of the Act and 
its practical implications for management 
and unions. 

The author, Mrs Joan Henderson, 
who wrote The Industrial Society’s 
guides to the Donovan Report and the 
Industrial Relations Bill, has been a 
personnel manager in three of Britain’s 
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largest industrial companies and has 
advised numerous firms on industrial 
relations problems. 

Available from The Industrial Society, 
48 Bryanston Square, London W1H 
8AM, the booklet is priced 75p, but to 
enable companies to buy sufficient copies 
for all their managers there are sub- 
stantial discounts on bulk orders. 


PRICES FOR CAPITAL 
GAINS TAX 


A decimal edition of the booklet Prices 


manager in industry, his relationship 
and contribution to marketing, target 
setting and reporting to management on 
receivables. This will naturally involve 
the effect of credit on cash-flow and 
profits. 

‘Accounting standards — where do we 
go from here?’ will be the subject of Mr 
K. J. Sharp, T.D., M.A., F.c.A., and the 
contribution from Mr M. G. Lickiss, 
B.SC.(ECON.), F.C.A., the Society’s repre- 
sentative on the Council of the Institute, 
will be on “The new chartered accountant 
— his education and training’. Following 
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and Development have recently been 
issued covering Finland and Japan. 
Copies of the booklets are obtainable 
from HMSO, price 27p. 


MAYFAIR TAX 
DISCUSSION GROUP 


The first meeting of the Mayfair Tax 
Discussion Group of The London and 
District Society of Chartered Account- 
ants for the forthcoming season will be 
on Wednesday, September 8th, at Devon- 
shire Street House, 30 Devonshire Street, 


Hs e e e w e ` 

E - ; , their talks, the speakers will visit dis- London W1, starting at 6 p.m. No 
A age oe ee Ria ee E cussion groups so that there will be ample specific speaker has been arranged as the 
vi 3 d aitas ait Sieg ee gegen opportunity for questions to be raised. intention is for members to discuss any 
vi aaa we P SEN Fee for the course is £15, which will taxation anomalies or difficulties that they 
H as at April 6th, 1965, of all securities. : 

F ced on tie London end provincial include all meals and accommodation have encountered. 

GG oat a ew from lunch on Friday to tea on Saturday. Full details of the Group may be 
ae 3 e Aide Th dts. publishes Applications to attend should be made obtained from Mr Alan Gilbey, F.C.A., 
A that they are still receiving r niai to the course organizer, SOSCA, 21 55 Queen Anne Street, London WIN oF J. 
a requests for the old edition, following Cumberland Place, Southampton SO9 

E our reference to it at the time of pub- 55S, no later than August 31st, and will DIRECTOR OF 

x lication, and it is anticipated that there be treated in date order of receipt, the POSTAL FINANCE 

MUM be considerable ‘demand for this COUE een to members. of kindred 

bi "ge e" E E accountancy bodies and their senior staff. Mr Anthony G. Herron, B.sc.(ECON.), 
Cu Re Be So ln, oe F.c.A., has been appointed Director of 
E ee Dies RE Be EEN aA Postal Finance and Corporate Planning. 
194-200 Bishopsgate, London EC2. CERTIFIED ACCOUNTANTS’ A.” panne: . ua SP oases mc oe Sn 
E MANAGEMENT COURSE Chartered Accountants, Mr Herron is 
R Fi EE, and AA resigning his partnership for the duration 
E ‘Financial models an i - of th buet een is f t 

E SOUTHERN SOCIETY’S ment’ is the title of a course to be held rat eng WER e his aches E 
E: RESIDENTIAL COURSE from September roth to 12th by The September 27th. Aged 37, he joined 
a ‘Planning for profit’ is the theme of the Association of Certified Accountants at Touche Ross in 1961 and become a 
TE eleventh residential course to be held by the International Computers Manage- partner in 1966. 

SC the Southern Society of Chartered Ac- ment Ries SE Ge ee 

Gi ts at the Universi f South- near Maidenhead. Instruction will be 

E: rg fe? EW Z Sort A by means of film, lecture sessions and NATIONAL SAVINGS 

SL varied programme will include two talks an exercise using an ICL 1903 computer. STOCK REGISTER 

SS on aspects of taxation, one by Mr L. A. Subjects to be dealt with will include As from August 12th, the following 
A Hall, F.c.a., whose subject will be concepts of integrated systems and Government stocks have been added 
an ‘Thoughts on tax planning’, and the management techniques, and audit and to the National Savings Stock Register, 
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other by Mr M. Holland, B.A., A.C.A., on 
‘Taxation developments in the United 
Kingdom’. 

A subject which so often gets relegated 
to a secondary position during discus- 
sions on management will be brought to 
the fore when Mr W. V. Adams, F.1.C.M., 
M.I.EX., speaks on “The credit manager 
and his contribution to cash-flow and 
profitability’. Mr Adams is credit man- 
ager, home and export, of Mullard Ltd, 
with responsibility for approximately 
£15 million of trade debtors, and his talk 


will deal with the role of the credit. 


cost effectiveness of computer systems. 

Fee for the course will be £30, in- 
cluding course materials, accommodation 
and meals. Applications should be made 
to the Courses Office, The Association of 
Certified Accountants, 22 Bedford Square, 
London WC1B 3HS. 


ECONOMIC SURVEYS 


Two further booklets in the series of 
annual economic surveys of developments 
and prospects in member countries of the 
Organization for Economic Co-operation 


in accordance with section 1 of the 
National Debt Act 1958: 64 per cent 
Exchequer Stock 1976; o per cent 
Treasury Loan 1992/96. 

The addition of these Government 
stocks to the National Savings Stock 
Register extends the list of marketable 
Government securities which may be 
bought and sold through the Department 
for National Savings and Trustee Savings 
Banks. All new stocks for which there 
is expected to be a reasonably large 
demand are added to the Register shortly 
after being issued. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 

of postal tuition experience and over 205,000 passes, it assures your success in all the 

principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 

Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, etc. 
Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 
DEPT AH3, TUITION HOUSE, LONDON SW19 
Member of the Association of British Correspondence Colleges 
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What is Extraordinary? 


AX” of us are creatures of habit, so that there is a standing tempta- 
tion to dismiss as ‘unrepresentative’ anything unwelcome which 
disturbs the even tenor of our ways. Amongst the manifestations of this 
tendency in the world of accounts, one may recall the Royal Mail case 
of 1931, which turned upon the undisclosed ‘feeding’ of distributable 
profits from exceptional and non-recurring sources; the Companies Act 
1948 which required the disclosure of transactions ‘of an exceptional or 
non-recurrent nature’ but made no attempt to define these terms; the 
series of articles on “The Case of the Double Profit and Loss Account’ 
which appeared in the columns of this journal during May 1970, and 
the English Institute’s Survey of Published Accounts 1969/70, both 
of which showed considerable variations in the accounting treatment of 
items which could be regarded as in any way unusual — and this by com- 
panies of undoubted substance and high repute. 

The latest exposure draft, ED 5, to emerge from the Accounting 
Standards Steering Committee (reproduced in full on other pages in this 
issue) adopts a decidedly firm approach to this state of potential anarchy. 
It differentiates between extraordinary and exceptional items; it introduces 
a stringent definition of prior year adjustments; and, with rare exceptions, 
it is opposed to the practice of ‘reserve accounting’. It proposes that in 
future the profit and loss account should be ‘all-inclusive’, the only items 
excluded being distributions or subscriptions of capital and unrealized 
surpluses arising on revaluation of fixed assets. On this view, over the life 
of a business, the profit it has earned — which includes extraordinary and 
prior year items — should be the sum of its annually reported profits. 

Extraordinary items, for the purposes of ED 5, are those arising from 
events or transactions which fall outside the ordinary activities of the 
business, and which would not be expected to occur frequently or regularly 
—a definition which calls to mind the reference at last year’s Cambridge 
conference (“What is Profit’, The Accountant, September 24th, 1970) to 
those ‘accident-prone’ companies which have a genius for non-recurring 
expenditure recurring. Just as the fixed assets of one business may be the 
current assets of another, so the ASSC has admitted that ‘what is extra- 
ordinary in one business would not necessarily be extraordinary in another’. 

What is not to be regarded as ‘extraordinary’, however, is an exceptional 
profit or loss which arises from the ordinary activities of the business. 
Notwithstanding the temptation to segregate such items — particularly 
losses, if we may suggest it — the fact of their arising from ordinary activi- 
ties in itself calls for them to be reflected in the ascertainment of current 
profit, although by reason of their amount they may merit specific dis- 
closure. Extraordinary items, on the other hand, are to be disclosed in the 
profit and loss account ‘below the line’ — that is, after the ordinary results 
(including exceptional items, where appropriate) have been ascertained. 

Under the definition now proposed, it will not be sufficient justification 
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of a ‘prior year item’ that it can be in any way related to the 
activities of an earlier period. The exposure draft proposes 
that such adjustments must be limited to those material 
items which can be specifically identified with and directly 
related to the business activities of a particular prior year, 
and which meet three further tests in addition. This will 
normally indicate the existence, at the time when the earlier 
accounts were prepared, of some major area of uncertainty. 
It will not include the majority of items relating to prior 
years, which arise from the normal recurring corrections 
and adjustments resulting from the use of estimates. 
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The new proposals are open for comment until Novem- 
ber 24th next, and if thereafter ratified as a definitive 
standard by the Councils of the three participating bodies 
will be regarded as standard accounting practice in relation 
to all accounting periods beginning on or after January Ist, 
1972. In view of the doubts which have been cast on the 
legality of earlier proposals, notably ED 3, it will be ob- 
served that the present draft has been specifically confirmed 
as meeting the disclosure requirements in Schedule 2 of 
the Companies Act 1967. 





Code for Share 
Incentive Schemes 


RECENT statement on share incentive schemes by 

the Investment Protection Committee of the National 

Association of Pension Funds has drawn attention to wider 
issues than those which are its ostensible subject. 

The committee enunciates five criteria of general 
application in judging whether such schemes for enabling 
directors and employees to acquire shares in their com- 
panies should be acceptable to the trustees of pension 
funds as shareholders. ‘They are: 

(1) Not more than 5 per cent of the ordinary capital in issue 


at any time should be subject to the provisions of the 
. scheme. 


(2) The maximum participation open to any individual under 
the scheme should be limited by relating the full value 
at subscription prices of the shares available to him to 
the annual income derived by him from his employment 
by the company. 

(3) The participant should have to hold the shares for a 
minimum period, except in the event of a take-over. 


(4) There should not be complete indemnity against possible 
loss, even though the potential losses of participants may 
be limited. 


(5) Part-time directors or employees should not normally 
. participate. 

It is not clear what — short of complete indemnity 
against possible loss — constitutes an acceptable limitation 
of potential loss. The inevitable exception to the require- 
ment as to the minimum period for which shares should 
be held points to the possibility of such schemes being 
misused in situations where a take-over is probable. 

The committee supplements its general criteria with 
further tests of schemes which incorporate part payment, 
loan facilities, and appropriations to and from reserves. 


The relevance of some of these tests is not in all cases 
immediately apparent. 

Such schemes were originally designed, so far as em- 
ployees are concerned, to encourage them to identify 
their interests with those of their employing company 
and to provide incentives to increased effort. In subsequent 
developments and elaboration — especially in relation to 
directors and senior executives — taxation considerations 
have been increasingly important. In accordance with 
section 186 of the Taxes Act, a charge to tax under Schedule 
E in respect of a right to acquire shares arises at the time 
when the right is exercised, assigned or released. The 
realized gain so charged is the excess of the value of the 
shares if the right is then exercised, or the consideration 
if it is assigned or released, over the consideration given 
for the grant of the right. It is thus in the interests of 
those granted such rights that the shares should be under- 
valued rather than overvalued at the time the right can be 
exercised. 

Any arrangement which can give rise to a conflict of 
interest between the directors of a company and its share- 
holders cannot serve the original purpose. Many of the 
provisions of the Companies Acts, including those dealing 
with the shareholdings of directors introduced in 1967, are 
designed to prevent such a conflict. 

Clearly this is also the object of the committee, as a 
high proportion of investment in ordinary shares is 
currently made through institutions, whether pension 
funds, life assurance companies, or unit trusts. All are 
acting on the assumption that industrial growth will be 
reflected in increasing profitability of individual companies, 
and in turn in the value of their investments. While all are 
nevertheless understandably reluctant to intervene in the 
direction and management of the companies in whose 
shares they invest, the alteration of the capital structure 
of a company for the purpose of introducing a share 
scheme necessarily requires their approval as shareholders. 
Any intervention is in many cases likely to be effective 
only if it is collective through such a body as the National 
Association of Pension Funds. Even more effective in 
preventing undesirable developments in such schemes 
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could be action by the Council of the Stock Exchange. 

But, however it is done, there is a case for an authorita- 
tive examination of such schemes, so that the investing 
public may be made more widely aware of the risk of 
undesirable developments. If abuses become widespread, 
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both the Department of Trade and Industry and the Board 
of Inland Revenue must be expected to take an active 
interest. It would be better if this could be forestalled by 
voluntary action and, whatever may be thought of the 
NAPF code, its initiative points the way. 





CURRENT AFFAIRS 


Providing Finance for the 


ée firms are at a disadvantage 
relative to large firms in a number 
of significant ways. In particular, they 
are hit harder by credit restriction and 
taxation; they are faced with in- 
vestigation and other costs that are 
proportionately higher for small loans; 
they are less well informed about 
alternative sources of finance ; and they 
are less able to satisfy the require- 
ments of lending institutions as re- 
gards financial information and 
managerial competence. 

These are amongst the conclusions 
of an advisory group directed by 
Professor Dennis Lees, set up under 
the auspices of the Bolton Committee 
of Inquiry on Small Firms to discover 
‘whether small firms are at a dis- 
advantage relative to large ones, and in 
particular if there is an institutional 
gap analogous to the ‘‘Macmillan”’ 
gap’. This is a reference to the report 
of the 1931 Macmillan Committee on 
Finance and Industry, which found 
that there was then a gap in the capital 
market in the provision of long-term 
capital in small amounts to small 
companies. 

The authors of the present study 
suggest some relaxation in the con- 
ventions of financial institutions which 
may unduly restrict finance to small 
firms, for instance the customary 
differential in interest rates for small 
and large loans. They recommend also 
that a central agency should be set up 
to help in the financial education of 
managers of small firms, and in the 
dissemination of information about 
sources of finance. This agency, it is 
proposed, should either be run directly 
by Government or heavily supported 


Smaller Firm 


by tax subsidies. It is, however, 
concluded that there is no single 
major defect in financial facilities for 
small firms that calls for radical 
action. In short, there is no ‘Bolton 
gap’. 

Financial Facilities for Small Firms, 
which provides a useful guide to the 
sources of finance for small businesses, 
is published by HMSO at Gas It 
is the second of a projected series of 18 
research reports which are expected 
to appear in advance of the Bolton 
Committee’s own report, due in the 
autumn. The first research report to 
be published -— Attitude and 
Motivation, by C. W. Golby and G. 
Johns — appeared earlier this month 
(HMSO, 55p). 


New Policy on Prices? 


Ce and the Management 
Accountant’ will be the theme of 
this year’s annual Summer School of 
The Institute of Cost and Works 
Accountants, to be held at St 
Catharine’s College, Cambridge, from 
September 13th to 18th. Amongst 
the speakers on this occasion will be 
Lord Brown, P.C., M.B.E., formerly 
chairman of the Glacier Metal Co, 
who has in the past expressed decided 
views on the conventional basis of 
product costing and the objective 
evaluation of output (The Accountant, 
May 27th). 

His paper on this occasion, entitled 
‘Product Analysis Pricing’, challenges 
the assumption ‘that there is any 
degree of objectivity in attaching to 
indentifiable input some finite pro- 


portion of the other expenses of 
operating the total company’, and 
alleges that ‘the problem of pricing 
arises not from lack of insight, but that 
much pricing flies in the face of that 
insight’. 

Other distinguished speakers will 
include the President of the Institute, 
Dr J. M. S. Risk, B.com., GA. 
F.C.W.A., J-DIP.M.A., F.C.1.S., Mr T. E 
Heywood, F.C.A., J.DIP.M.A., Professor 
Gordon Wiles and Mr S. Thomson, 
F.C.C.A., director of finance, Ford of 
Britain. With such a team, the school 
may be assured both of authoritative 
exposition and stimulating discussion. 

There are still a few vacant places, 
and intending participants are invited 
to apply to the secretary of the ICWA 
at 63 Portland Place, London W1iN 
4AB. The inclusive fee is £38. 


Association’s 
Examination Results 


F the 12,771 candidates who sat 

for the June 1971 examinations of 
The Association of Certified Account- 
ants, 6,314 (50°6 per cent) were 
successful. This year, for the first time, 
the names of successful candidates 
both at home and overseas are included 
in the same list. The names of those 
who passed in Sections IV and V, 
together with a summary of the re- 
sults, appear elsewhere in this issue. 

In Section IV there were 1,869 
candidates, of whom 1,053 (56:3 per 
cent) passed. First Place and Prize 
was won by Mr B. Wilson, of Dundee; 
Second Place by Mr E. Pillinger, of 
Hemel Hempstead, and Third Place 
by Mr D. E. Brown, of Southend-on- 
Sea, and Mr I. Davies, of West 
Bromwich. 

A total of 1,183 candidates sat for 
Section V of whom 558 (47:2 per cent) 
were successful. First Place and Prize 
was won by Mr D. B. Pearse, of 
Saffron Walden; Second Place by 
Mr R. O. Little, of London; Third 
Place by Miss J. Birch, of Dudley, and 
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Fourth Place by Mr R. E. Lowe, of 
Banbury, and Mr M. W. Woodward, 
of Burton-on-Trent. 


Over 5,000 Expected at 
International Congress 


ORLD-WIDE response to the 

Tenth International Congress 
of Accountants, to be held in Sydney, 
Australia, from October 16th to 2oth, 
1972, has been most heartening, 
according to the Congress President, 
Sir Ronald Irish, opp, F.C.A.(AUST.) 
A total of 4,960 delegates and accom- 
panying guests from 61 countries is 
already expected at this first congress 
of its kind to be held in the Southern 
Hemisphere. Outside the Australian 


ACCOUNTANT 


profession, the largest number of 
intending participants will be coming 
from the American continent (950 
notified to date) and from the British 
Isles (703). 

In addition to the high quality of 
the proposed technical programme — 
the Book of Proceedings to be pub- 
lished after the Congress will, it is 
hoped, represent a distinctive con- 
tribution to professional literature — 
the social programme has been planned 
to allow ample time for leisure, 
pleasure and recreation. Under the 
leadership of Mr Lex MecCorquodale, 
F.C.A.(AUST.), a member of the Gen- 
eral Council of the Australian Insti- 
tute, an active group of more than 50 
accountants are holding themselves 
available to advise on ‘shopping. 


Relations with the Revenue 


CCOUNTANCY bodies ‘should be encouraged to put their own houses 
in order before giving advice on how to repair alleged flaws in the Revenue’s 
house’. This is one suggestion made recently by an unidentified tax officer 
who feels that in several respects the Revenue has been getting less than a fair 


deal. 


Writing in Taxes, the journal of the Inland Revenue Staff Federation, under 
the pseudonym ‘Jeff’, he proposes that the Inland Revenue should be at liberty 


to meet criticisms from such sources 
as the CBI, the Institute of Directors, 
or the accountancy bodies by revealing 
in turn how many companies are 
apparently unable to balance their 
books within three months of the end 
of their financial year, or how many 
accountants fail to forward a copy of a 
company’s accounts to the Revenue 
within three months of the date of the 
general meeting at which those ac- 
counts were adopted. If such things 
are indeed widespread, ‘Jeff’ may have 
a point. He also claims to have re- 
ceived vituperative letters from several 
sources, including ‘a senior chartered 
accountant’, which would be action- 
able in any other circumstances. 

The columnist reserves his strongest 
criticisms for the tax evaders and for 
an official policy which, in his view, 
shows them an unwarranted leniency. 
Relying on the fact that far more 
people are prepared to boast of having 
cheated the Revenue than of having 
been caught for it, he makes the novel 
— and, at first sight, startling — sug- 
gestion that any acceptance of com- 
muted penalties should include publi- 
cation of the name and address of the 


offender, and the amount of his fine, 
as an official notice in a newspaper 
circulating in the district of his 
residence. Offenders who were re- 
luctant to accept this sort of publicity 
would have the alternative option of 
paying their fines in full. 

The prospective advantages of this 
‘discount for publicity’ are seen as the 
collection of a lot more money from 
those ‘who, although prepared to be 
dishonest, were not prepared to let 
the fact become public’; an end to the 
present folk-hero status of the tax 
dodger; and an increased awareness 
of the large number of cases in which 
the Revenue is, in fact, abreast of the 
game. It would also show ‘to the 
gentlemen who occasionally pontifi- 
cate about the inefficiencies of the 
Inland Revenue that the Revenue is 
perhaps a lot more efficient than their 
prejudices will allow them to admit, 
and perhaps more efficient than some 
of the people that they claim to 
represent find comfortable. It might 
even induce them to check, very 
carefully, their own income tax re- 
turns’. 
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where to find the best hairdressers, 
where to go, what to see, and how to 
go from here to anywhere’. Every 
effort is being made to give Congress 
participants the opportunity to meet 
one another under favourable circum- 
stances and to enjoy the full warmth 
of Australian hospitality. 

As mentioned in The Accountant 
Australian Supplement of April 2gth, 
Australia offers easy access by air and 
a comprehensive internal transport 
system, these facilities favouring both 
those accountants with interests in 
other countries who may wish to stop 
over en route and those desiring to see 
something of the many places of inter- 
est, natural beauty and recreation in 
each State. Members of the profession 
who have not yet signified their inten- 
tion to attend the Congress are invited 
to write to the Secretary, Tenth 
International Congress of Account- 
ants, at London Assurance House, 
16 Bridge Street, Sydney 2000, 
Australia. 


Post Office Planning 


HE new Director of Postal Finance 

and Corporate Planning within the 
Post Office Corporation — as briefly 
noted in The Accountant last week — 
is Mr Anthony G. Herron, B.SC. 
(ECON.), F.C.A., a partner in ‘Touche 
Ross & Co. 





Speaking to The Accountant re- 
cently, Mr Herron claimed that the 
practice of professional accountants 
spending two or three years on loan 
to major public corporations was 
becoming increasingly widespread in 
the United States — a tendency which 
his own appointment, and others, 
would seem to indicate is developing 
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in the United Kingdom. Whilst Mr 


Herron welcomed this development as 
of considerable potential benefit both 
to individuals and to the community 
at large, and was plainly looking 
forward to the challenge presented by 
his own position, he also admitted 
that his secondment — allied to the 
present representation of Touche Ross 
& Co on the Councils of both the 
English and the Scottish Institutes — 
would have a considerable impact 
upon the firm’s organization, and 
represented a substantial investment 
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in the future on the part of the firm. 

Mr Herron graduated from the 
London School of Economics, and 
served his articles with George Little, 
Sebire & Co; he was admitted to 
membership of the Institute in 1961 
and joined Touche Ross & Co, where 
he became a partner in 1966. He agreed 
that he had been influenced in his 
choice of a profession by the example 
of his father, Mr G. B. Herron, F.c.a., 
also a practising chartered accountant. 
= During: his national service, Mr 
Herron went to Hong Kong with the 
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32nd Medium Regiment of Royal 
Artillery, where he discovered that his 
duties as assistant ‘adjutant included 
training the regimental water polo 
team; an experience which, whilst 
not without interest, did nothing to 
prepere him directly for corporate 
planning with the Post Office! In 
common with several other Touche 
Ross partners and staff, he is now an 
active member of the Honourable 
Artillery Company, which includes a 
strong quota of City accountants and 
solicitors. 





THIS IS MY LIFE 


Professional 
Diplomacy 
by An Industrious Accountant 


UR new internal auditor asked for an opportunity 

to discuss the re-structuring of his terms of reference, 
so I gathered my senior accountants together to contribute 
their ideas also. Internal audit can tend to degenerate into 
repetitive checking, thus becoming ultimately frustrating, 
unless the function is reviewed regularly, so his appli- 
cation was timely. 

He put his copy of our audit manuel on the table before 
us with a look of distaste. No doubt it had served well 
enough in its day, he indicated, with just the faintest 
innuendo that his predecessors were obsolete has-beens, 
but it wouldn’t do for the sophisticated techniques of the 
70s. Why, it didn’t even mention DCF or computerization, 
let alone operational audit or such new skills as curves or 
matrices! 

The gauntlet thus challengingly thrown down was 
‘picked up with alacrity. Our financial accountant, who had 
once worked as a junior in an internal audit section, 
pointed out indignantly that the section’s function was 
primarily to examine the system of internal control and it 
shouldn’t butt into its colleagues’ areas of responsibility. 
Our costs man answered crushingly that one could waste 
time and money investigating attraczive innovations, but 
their criterion must be increased profitability. 

The fat departmental accountant was more succinct. 
Talk about teaching granny to suck eggs, he gibed; why not 
study the typing pool’s vital statistics? , 

The I/A was unabashed by this reception. Studying 
systems for control purposes automatically meant assessing 
their basic efficiency as well, he said bluntly, and he couldn’t 


fail to spot some cost reports where improvements might be 
made. The recognized overall objective of internal audit 
nowadays was as an aid to top management; he didn’t 
intend to exclude anything wherever or whatsoever from 
his investigations. Waste and incompetence must be 
disclosed... . 

It seemed high time to clarify his objectives, I felt. Any 
worthwhile new assignment he could suggest would be more 
than welcome and would stand to his credit but the 
performance of his section’s work, as prescribed in the 
manual, was his first duty. However, he must see himself 
as a help to his colleagues. Should he just conceivably 
find in our department some operation less perfectly 
performed than was possible he should get together with 
the section head to set it right, and report progress to me. 

The high-minded tone of this edict was spoilt by the 
office manager, who’s rather pernickety these days. Just 
keep out of my hair, young fella, he said, or you'll find 
yourself in trouble. | 

The I/A retorted doggedly that he should report to top 
management; what about our sales policy or the advertising 
budget, he suggested. I foresaw as big a problem if we 
inhibited his zeal as if we let him run too free in his exuber- 
ance. Clearly he’d been studying the published works of 
the Institute of Internal Auditors — of which he was seeking 
membership — and had visions of going direct to the 
managing director, or being aide-de-camp to a dynamic 
chairman. 

Now that was doubtless a valid approach for the bigger 
organizations with complex infra-group structures, I told 
him (and, maybe, for us too eventually, I conceded) but 
his function and staff were geared to our present set-up. 
Moreover extra duties and responsibilities would entail 
justifying additional personnel which I was pretty sure the 
board wouldn’t countenance in the prevailing circum- 
stances. | 

The meeting was becoming edgy, but fortunately Costs 
had a brainwave. Why not give a hand to Ilkley, whose 
shirt sales were a shambles, he suggested generously; 
perhaps a week or two in the shirt factory, informally 
testing procedures and operations, would show beneficial 
results there as well as giving scope for his modern ideas. 

This solution satisfied everybody, though for very 


_ different reasons, and we settled down to plan it in detail. 
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Investment Grants Time Limits 


A ER time limit has been imposed in respect 
of claims for investment grants for allowable expendi- 
ture incurred prior to September 30th, 1969. As indicated 
in a Parliamentary answer on February 12th (The Ac- 
countant, February 18th), claims in respect of expenditure 
incurred before January 1st, 1969, must be made in the 
prescribed form before January ist, 1972. Subsequent 
terminal dates of April 1st, 1972, July 1st, 1972, and 
October Ist, 1972, have -been specified in relation to 


expenditure incurred in the periods January 1st to March- 


31st, 1969, April 1st to June 30th, 1969 and July ist to 
September 30th, 1969, respectively. 

In the light of subsequent experience, the three-year 
cut-off for later periods may be shortened, although due 
notice will be given of any such change. Copies of the 
Investment Grants Termination (No. 1) Order 1971 
(1971 SI 1275) are available from the Stationery Office, 
price 3p. , | 

The DTI has also released the text of a letter which has 
been sent to The Institute of Chartered Accountants in 
England and Wales, The Institute of Chartered Ac- 
countants of Scotland and The Association of Certified 
Accountants, in response to representations which had 
been made by these bodies concerning the treatment of 
self-built assets (The Accountant, July 1st). The full text 
of this letter is as follows: 


‘As you will be aware, the Investment and Building Grants 
Act received the Royal Assent on July 27th, 1971. Since this Act 
does not contain special provisions on self-built assets, I take 
this opportunity to explain how it is proposed to assess expendi- 
ture on such assets for investment grant purposes. 

‘Expenditure on self-built assets will be dealt with in accord- 
ance with section 1 of the new Act. This provides that, with 
certain exceptions, grant may not be paid in respect of expendi- 
ture incurred on or after October 27th, 1970. except where 
the Secretary of State is satisfied that it consists of a sum 
falling due under a contract made before that date, and that the 
person incurring the expenditure has not done so “‘by reason of 
anything done or transaction entered into” on or after October 
27th, 1970. 

‘Subject to the variations indicated in the following para- 
graphs, the computing of costs of self-built assets for grant 
purposes will continue to apply as previously to expenditure 
incurred after October 26th, 1970. The main components of cost 
in aself-built asset are as follows: 


materials; 
sums paid to contractors for work on the asset; 


labour costs charged direct (Ge, not through overheads), 
other direct expenses, e.g., consultation fees, etc; 


overhead expenses, e.g., rents, indirect labour costs, fuel 
supplies, depreciation, etc. 


‘Under section 13 of the Industrial Development Act 1966 
the Department was able to accept for grant such expenditure 
on the components of cost in a self-built asset as it attributed 
to the provision of an eligible asset. However, in cases where the 


attribution of expenditure takes place on or after October 27th, 
1970, and it is not expenditure incurred under a contract, it will 
not qualify for grant under the Investment and Building Grants 
Act 1971. 

é : 

In respect of expenditure on self-built assets appropriated to 
the asset account after October 26th, 1970, the Department-can- 
not therefore pay grant unless they are satisfied that: | 


(a) it arose under a contract made on or before October 26th; 


(6) at the time it became payable under the contract the 
expenditure was capital expenditure’ and was clearly 
attributable to the provision of an asset, the whole of the 
expenditure on the provision of which would have been 
approved for grant under the Industrial Development 
Act, but for section 1 of the Investment and Building 
Grants Act 1971. 


“The Department’s decision will in general depend on how the 
expenditure is treated in the applicant’s books, as evidenced by 
actual inspection or by the statement made by the independent 
accountant. Expenditure may normally be approved for grant 
only if, at the time it is payable under a pre-October 27th, 1970, 
contract, it is charged direct to the capital account of an asset 
eligible for grant or to a capital suspense account prior to later 
allocation to a more specific capital asset account. 


Materials and components, etc. 


‘It is expected that the terms of the contract and the treatment 
of the expenditure under the contract in a firm’s accounts will 
show whether the expenditure on materials (including com- 
ponents), subcontractor charges and other direct expenses at 
the time they become payable are directly attributable to the 
provision of an asset the whole of the expenditure on the 


` provision of which would have been approved for grant under 


the Industrial Development Act 1966 but for section 1 of the 
Investment and Building Grants Act 1971. 


Direct labour 


‘Whilst contracts of employment may take one of a number 
of forms, they may be divided into two broad categories: 


(a) those specific to a particular programme of work, e.g., a 
project engineer whose contract provides for his employ- 
ment on the construction of a particular asset or assets 
for the duration of that construction; ` 


(b) a general contract not related to particular work. 


‘Where a person is employed under a contract as at (a) above 
made before October 27th, 1970, and the work specified in the 
contract is on an asset or assets eligible for grant, and where 
payments made under the contract are charged to the relevant 
capital asset account, grant may be payable. 

‘A persor: employed under a contract at (b) is normally 
employed on a variety of different tasks, only some of which 
may rank for grant. In the past grant has been paid only on 
such sums as under the provisions of section 13 of the Industrial 
Development Act appear to the Department to be properly 
attributable to the provision of an eligible asset and thus the 
expenditure admitted for grant has been the notional sum accept- 
able to the Department as being attributable to an eligible asset. 
Since such expenditure does not result directly from payments 
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made by the applicant under the contract it may not under the 
new legislation be grant-aided as explained above. 


Overheads 


‘The treatment of overheads will follow closely that for 
general contracts of employment. At the time when payments 
which constitute overhead expenditure are made, they cannot 
of their nature be attributed to a particular asset; they are 
moreover generally largely of a revenue nature. For these reasons 
expenditure on overheads attributed to an asset account after 
October 26th, will normally be accepted for grant purposes only 
in so far as it would, under normal practice, be deemed to have 
been incurred before October 27th, 1970. This applies whether 
or not any direct labour costs are accepted as set out above. 
Where an appropriation covers a period which straddles October 
26th, the amount to be approved for grant will be calculated 
by apportionment. ‘This will normally be on a time basis. 
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‘That part of wages, salaries and overhead expenditure paid 
after October 26th in respect of work done before October 27th, 
but not brought to final account until later may be accepted for 
investment grant as having been incurred before October 27th. 

‘The Investment and Building.Grants Act 1971, is not con- 
cerned with expenditure incurred before October 27th, 1970, and 
grant may be paid on expenditure which by virtue of either 
section 13 (4) or section 13 (6) of the Industrial Development 
Act 1966 would, under current policy and practice, be regarded 
as having been incurred before October 27th, and is otherwise 
eligible. ! i | 

‘It is recognized that the terms of a general letter of this 
nature must necessarily be broad and there will doubtless be 
individual cases calling for special scrutiny. However, some 
guidance on general lines may be helpful. I should be grateful 
therefore if you would ensure that this information is com- 
municated to your members.’ | i 


{ 


Extraordinary Items and Prior 


Year Adjustments 


This proposed statement of standard accounting practice on ‘Extraordinary 
Items and Prior Year Adjustments’ has been issued for comment by the 
Accounting Standards Steering Committee of The Institute of Chartered 
Accountants in England and Wales in association with The Institute of 
Chartered Accountants of Scotland and The Institute of Chartered Accountants 


in ireland. 


Comments from organizations and individuals should be sent to the Technical 
Director at The Institute of Chartered Accountants in England and Wales by 


‘November 24th. 


Contributions by readers to open discussion of the subject in, correspondence 
or feature columns of The Accountant are also invited. 


CCOUNTING for extraordinary and prior year items - 


through reserves or retained profits instead of through the 
profit and loss account can lead to anomalies in the reported 
annual results of a business and to disparities in the reported 
results of similar businesses. This statement requires all extra- 
ordinary and prior year items, with rare exceptions, to be ac- 
counted for through the profit and loss account of the year and 
not through reserves. It does not deal with the timing and 
methods of computing such items but only with the manner in 
which they should be reported in the accounts, 


Part 1 
Explanatory note 


1. There are two opposed points of view on the treatment of 
extraordinary and prior year items. One view is to exclude 
certain of these items, depending on their nature, from the 
profit and loss account for the year by taking them direct to 
reserves or adjusting them against the opening balance of 
retained profits. Those who hold this view maintain that the 
profit for the year should reflect only the ordinary, normal and 
recurring activities of the business during the year, and that if 


extraordinary or prior year items are included they might 
distort the profit for the year, with the risk that misleading 
inferences might be drawn. , 

2. The other view, on which this statement is based, is to 
include in the profit and loss account for the year in which 
they are recognized all extraordinary items and, with certain 
rare and clearly defined exceptions, all prior year items, regard- 
less of their nature. On this view, over the life of a business the 
profit it has earned, which includes extraordinary and prior 
year items, should be the sum of its annually reported profits. 

3. Extraordinary items in this context are those material items 
which arise from events or transactions outside the ordinary 
activities of the business. Such events or transactions would not 


be expected to occur frequently or regularly. What is extra- 


ordinary in one business would not necessarily be extraordinary 
in another. Depending on the circumstances, examples of 
extraordinary profits or losses could be those arising from (a) 
the sale or closure of a factory or a significant part of a business, 
(b) the sale of an investment not acquired with the intention of 
resale, (c) writing off intangibles because of unusual events or 
developments during the period, (d) the issue or redemption of 
share or loan capital in so far as these are dealt with through 
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the profit and ee account, (e) the expropriation of assets and 
(f) a major alteration in currency values. In order to present 
fairly the results from the ordinary activities of the business, 
such extraordinary items require to be disclosed in the profit and 


loss account after the ordinary results have been ascertained. 


‘4. Such extraordinary items do not include exceptional 


profits or losses arising from the ordinary activities of the 
business. ‘These, because they are part of the ordinary activities 
of the business, should be reflected in the ascertainment of profit 
before extraordinary items and, if material, they should be 
separately disclosed. Examples are- (a) abnormal charges for 
bad debts, and write-offs of stocks and work in progress and re- 
search and development expenditure, (6) abnormal provisions for 
losses on long-term contracts, (cl abnormal profits or losses from 
fluctuations in foreign exchange other than those arising from 
major alterations in currency values and (d) most adjustments in 
prior year taxation provisions (see paragraph 7). ` 


5. The treatment described in paragraphs 3 and 4 above does 
not apply to certain rare adjustments relating to prior years. 
Such adjustments, herein termed prior year adjustments,* 
should be adjusted against the opening balance of retained 
profits and thus excluded from the current year’s profit and loss 
account. They are limited to those material items which (a) 
can be specifically identified with and directly related to the 
business activities of a particular prior year, (b) are not attribut- 
able to economic events occurring after that prior year, (c) de- 


pend primarily on their amount being ascertained by persons ' 


other than management and (d) could not be reasonably 
estimated before such ascertainment. They arise from events 
or transactions which occurred in a prior year, theaccounting 
effects of which could not be ascertained or estimated with 


“reasonable assurance at that time usually because of some major 


uncertainty then existing. Evidence of such an uncertainty 
would be disclosure thereof in the accounts of the applicable 
year and usually a qualification in the auditors’ report because 
of uncertainty. Depending on the circumstances, examples 
would be material items arising from the settlement of a legal 
or similar claim and certain adjustments or settlements of 
taxation liabilities (see paragraph 7). 


6. Such prior year adjustments do not include the majority of ` 


items relating to prior years which arise from the normal 
recurring corrections and adjustments which are the natural 
result of the use of estimates inherent in accounting. These 


. items should properly be reflected in the operations of the 


current year with ‘disclosure if material. Examples are the 
adjustments of provisions for liabilities made in prior years, 
including taxation liabilities (see paragraph 7). 


7. Thus, with few exceptions, adjustments of taxation pro- 
visions (including deferred taxation) made in previous years 
resulting from closer estimation or settlement of taxation 
liabilities, should be reflected in arriving at the profit or loss for 
the year before extraordinary items. The exceptions will 
represent adjustments arising from legislation having retro- 
active effect, such as the declaration of the rate of corporation 
tax applicable to profits of the previous financial year, or from 
the estimation or settlement of taxation liabilities which were 
not previously capable of ascertainment or estimation with 
reasonable assurance. Such exceptions should be dealt with as 
prior year adjustments. 





* A change in the accounting policies of a business may result ir. its . 


having to recognize in the year of change adjustments of items charged 
or credited in determining profits of prior years. ‘The treatmen: of 
changes in accounting policies will be dealt with in detail in a separate 
Statement of Standard Accounting Practice. 
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APPENDIX 


Note. — This appendix is illustrative only, and does not form part 
of the Statement Gi Standard Accounting Practice. 


Statement of enacted proni and loss for 
-the year ended eege 


£ 
Turnover (outside the EE GEN x 
Operating profit after charging or including x 


Depreciation gege 
*fItems within the normal activities of the 
company which require disclosure on account 
of their exceptional size or incidence] 


Other income _ 
Investment income 





etc. x 
Group profit keie taxation and extra- 

ordinary items ` X- 
Taxation (including adjustments of previous > ~ 
years’ charge shown separately if material) X 
Group profit after taxation and before extra- l e 

ordinary items “Xx 
Minority interests (less taxation attributable 

thereto) f x 
Profit before extraordinary items X 
* [Extraordinary items (less taxation and/or ` 

minority interests attributable thereto) | X 

Profit for the year ` A X 

Dividends X 
Retained profit for the year > Gu 


Statement of Retained Profits/Reserves 
Retained profit for the year - 
_Retained profits/reserves at beginning of year 
*[Prior year adjustments (less attributable 
taxation) ] | . 4 


Retained profits/reserves at end of year 


*description of actual items 





Part 2 

Definition of Terms 

8. Extraordinary items are those material items which derive 
from events or transactions outside the ordinary activities of 


the business and which are not expected to recur frequently. 
They do not include items which, though exceptional or 


abnormal on account of size or incidence (and which may 


therefore require separate, disclosure), derive from the ordinary 
activities of the business. 


9. Prior year adjustments are those rare adjustments arising 
from prior year items, the accounting effects of which could not 
be ascertained or estimated with reasonable assurance at the 
time of preparation of the accounts for the relevant period, 
usually because of some major uncertainty then existing. They 
do not include the normal recurring corrections and adjustments 
of accounting estimates made in prior years. 
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Part 3 


Proposed Statement of Standard 
Accounting Practice 


ro. Profit for the year. The profit and loss account should 
show a net profit or loss for the year reflecting all profits and 
losses recognized in the accounts of the year other than: 


(a) prior year adjustments as defined in Part 2; these should 
be adjusted against the opening balance of retained profits; 


(6) unrealized surpluses on the revaluation of fixed assets: 
these should be credited to reserves. 


rr. Extraordinary items as defined in Part 2 (less attribut- 
able taxation), should be shown separately in the profit and loss 
account after the results derived from ordinary activities and 
their nature and size disclosed. 


12. Items which are exceptional on account of size or in- 
cidence but are derived from the ordinary activities of the 
business should be included in the profit for the year before 
taxation, and their nature and size clearly disclosed. 


13. Prior year adjustments as defined in Part 2 (less 
attributable taxation), should be adjusted against the opening 
balance of retained profits and clearly disclosed. Where state- 
ments are presented for more than one year, the results of the 
ian year(s) should be retrospectively adjusted where prac- 
ticable. 


14. Items which represent the normal recurring corrections 
and adjustments of accounting estimates made in prior years 
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should be included in the profit for the year and, if material, 
their nature and size should be disclosed. . 


15. Profit and loss account presentation. As a result of the 
foregoing, the profit and loss account for the year should 
disclose at least the following elements: ` ` 

Profit for the year before extraordinary items; 

Extraordinary items (less taxation attributable thereto); 

Profit for the year. 

An example of a statement of consolidated profit and loss for 
the year and a statement of retained profits is set out in an 
appendix. 


16. Date from which effective. The accounting practices 
set out in this statement should be adopted as soon as possible 
and regarded as standard in respect of financial statements 
relating to accounting periods beginning on or after January rst, 


1972. 


Part 4 


Note on Legal Requirements 


17. The application of the foregoing standard- accounting 
practice will provide the disclosure required by paragraph 14 (6) 
(a) of Schedule 2 to the Companies Act 1967 which requires the 
following to be stated by way of note if not otherwise shown: 
‘Any material respects in which any items shown in the 

profit and loss account are affected: 
Lol by transactions of a sort not usually undertaken by the 
company or otherwise by circumstances of an exceptional 

or non-recurrent nature. 








Simon's Taxes 


Third edition, edited by Sir JOHN FOSTER, K.B.E., Q.C., M.P., and 
others. 


Butterworth, London (nine volumes, including service to 
September 1971), £5175, plus £3:15 dispatch charge. 
Votumes D and E. 


Volume D is much slimmer than the preceding ones, which were 
reviewed in these columns on December 31st, 1970, and July 
15th last. It deals with Schedule F (135 pages), corporation tax 
(200 pages), close companies (95 pages), and special classes of 
company (119 pages). While one cannot but applaud the very 
full treatment which the book accords to section 482 of the 
Taxes Act 1970, the following points have emerged in using the 
work in practice. 

Paragraph D3.309, dealing with dividend restrictions in 
relation to shortfall, interprets ‘restriction imposed by law’ as 
being ‘statutory limitation’, and, of course, has to be read in 


conjunction with section 25 of the Finance Act 1971. It is, 
however, arguable that the rule in Trevor v. Whitworth, which is 
not statutory, is nevertheless a restriction imposed by law on the 
payment of dividends. Paragraph D3.308, dealing with require- 
ments of a company’s business, could well have included a 
review of the cases decided under the old surtax provisions, if 
only for their illustrative value. On the statutory restrictions on 
the transfer of shares in overseas subsidiaries, paragraph D4.116 
savs that where a company has a sub-subsidiary it would be 
regarded as having an interest, for this purpose, in the sub- 
subsidiary — a somewhat doubtful proposition. 

Volume E is devoted to the taxation of individuals. It is 
here that the various bases of assessment of income tax are 
dealt with, as well as the computation of total income. Another 
section deals with personal relief, with a short chapter on surtax. 

Section E4. relates to capital gains tax as it applies to indi- 
viduals and settlements. Paragraph E4.110 deals with non- 
resident trusts and includes treatment of section 42 of the 
Finance Act 1965 in respect of capital gains of non-resident 
trustees being attributed to UK beneficiaries. (The correspond- 
ing provisions in section 41 dealing with residents’ interests in 
overseas companies are dealt with in Volume C.) In neither 
place, however, does the work deal with the interaction of 
section 42 and section At on each other. ` 

The contributor deals manfully in E4.109 with the compli- 
cated provisions of section 25 of the Finance Act 1965. There is 
extremely full treatment of the baffling topics of settlements and 
of estates during administration, though in this it would have 
been worth mentioning the judicial observations about the 
meaning of the word ‘arrangement’ in Newton v. Commissioner 
of Taxation ([1958] A.C. 450). : 
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Successful Project Management 
by W. J. Taytor & T. F. WATLING. 
Business Books, £475 


The authors insist that most companies can benefit from 
project management techniques even if they cannot operate a 
complete system. Ten key techniques are outlined in the first 
chapter and later elaborated. 

The reader is presumed to be familiar with critical path 
analysis, PERT, and quite complicated methods of charting. 
Some of these charts — of which there are very many ~ seem to 
add little to an understanding of the text, which in the main is 
fairly lucid, if not bedtime reading. 

The possible use of computers in project management is not 
overlooked, and the book is very thorough in its explanation of 
management techniques. As the authors state, without knowledge 
of these techniques “people of good intelligence having entre- 
preneurial ability and a desire to know, understand and manage 
people, may well fail in their own business’. 


The Structure and Operation of the 
Japanese Economy ; 


by K. BIEDA. 
John Wiley & Sons Australasia Pty, $7, paperback, $525. 


From the ashes of total defeat and despite the need for a massive 
repatriation of her people from her former empire into over- 
crowded islands, Japan has become the success story of the post- 
war world economy. Her growth rate is the highest in the 
world; her living standards are rising rapidly, and her products 
sweep through the established markets of the world. How has it 
been done? 

The author of this study of the Japanese economy — an 
economist at the University of Queensland — remarks that losing 
the Second World War was probably a blessing in disguise for 
the Japanese. In particular, her low spending on defence has 
made possible the massive scale of industrial investment without 
impinging unduly upon consumption. An extraordinarily high 
proportion of her gross national product — the author estimates 
this at about 40 per cent — is being saved. 

A significant part of her post-war growth is attributable to 
much the same factors as that of the member countries of the 
European Economic Community, i.e., the existence of a large 
inefficient sector of the economy, in particular agriculture, which 
enabled industry to derive its labour needs. At the same time the 
Japanese society has revealed itself to be highly adaptable to 
change, despite its strong traditions. It has resisted foreign 
capital investment, but the Government encouraged Japanese 
firms to import foreign know-how. Finally, the nation has set 
economic growth as its highest objective — few other nations give 
such a high priority. 

This is not the easiest book to read; the author has packed 
in a great deal of data, particularly on various aspects of the 
Japanese economy, its financial structure and industry. But it is 
highly informative and interesting. 


The Myth of the Computer 
by Brian ROTHERY. 
Business Books, {2-75. 


The theme of this book can perhaps be best summed up by a 
quotation from its text “The moment a human-machine in- 
formation system comes into being, it takes on a life of its own... 
the process called entrophy begins, a confusion that can be 
measured by the growing gulf between what people first knew 
about the system and now know about it.’ Mr Rothery, although 
himself a product of the ‘computer revolution’, is able to stand 
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aside and examine dispassionately managerial attitudes and 
responses to that revolution together with some of its social 
consequences. In the process he succeeds in defining the true 
function of the computer as being nothing more than a very 
sophisticated tool for processing data according to pre-deter- 
mined managerial requirements. 

There are three.major themes in the book. One deals with the 
consequences of the adulation showered by actual and pro- 
spective employers upon programmers and systems analysts, 
and the awe with which fellow managers tend to regard them. 
As a consequence deficiencies are not adequately criticized by 
those currently running the data systems. As he says, ‘How can 
people be trained to design and implement computer-housed 
management information and control systems, if they are never 
trained in management information systems, or in even the 
rudiments of accounting and business?’ Further, the com- 
petition for their services makes it difficult to retain trained 
staff, particularly after the first flush of introducing the 
computer. 

The second theme, which may have important long-term 
implications for efficiency, is that although the systems are 
known by a number of people when they are first placed on the 
computer, the users become less and less aware of the details of 
the system when it is locked up in the computer. This is then 
compounded as computer staff leave and/or outside facilities 
are used, so that the absurd position may be reached of vital 
systems being known only to people not employed in the 
company. 

The final theme is that the computer market is so organized 
that it is the manufacturers who call the tune. Because of the 
division both in the business community and in the firm between 
computer and non-computer staff, the former will identify 
themselves with the computer world and follow its dictates, 
while the latter will rarely be sufficiently briefed to call their 
bluff. 

There is much food for thought in this volume and it should 
be read not only by computer staff but other managers who may 
be éven remotely concerned with computer use. 
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Taxation Aspects of Liquidation 


1- Genera! Outline 


by LAWRENCE OSBORNE, A.T.LI. 


Radical changes in fiscal legislation and the adverse economic climate have been responsible 
for a sharp increase in the number of companies liquidated in recent years. Careful 
examination of the fiscal legislation applicable to liquidations is necessary if the accountant ` 
and his clients are to overcome the difficulties and dangers encountered in its course. 


H Bis G and investment through the medium of a 
limited company have been rendered less attractive to 
the taxpayer by the present system of corporate taxation. 
In particular, the practice of maintaining a number 
of corporate units within a group, engaging in activities 
which could equally well be carried on by a single 
company has largely lost its raison d’étre, as far as taxation 
is concerned. 

These factors, together with the unfavourable economic 
climate, have brought about a marked increase in the 
number of limited companies put into liquidation annually. 

The relevant legislation is not easily found in taxing 
statutes or works of reference, and it is proposed to bring 
to light those sections of the statutes concerning liquidations 
and to draw to the attention of the practitioner the difh- 
culties most frequently encountered in the course of 
winding up. 


Commencement of winding up 


For tax purposes ‘the winding-up is to be taken to com- 
mence on the passing by a company of a resolution for the 
winding-up of the company or on the presentation of a 
winding-up petition if no such resolution has previously 
been passed, and a winding-up order is made on the petition 
or on the doing of any act for a like purpose in the case of a 
winding-up otherwise than under the Companies Act 1948’. 
(section 247 (7)). 

he commencement of liquidation will mark the end 
of one chargeable accounting period and the commence- 
ment of a new one and thereafter ‘an accounting period 
shall not end otherwise than by expiration of twelve months 
from its beginning or by the completion of winding up’. 
(section 247 (7)). 

The company will, of course, continue to be liable to 
corporation tax after commencement of winding up, in 
respect of any profits of its trade, chargeable gains on 
disposal and any other income received (section 243 (2)). 
Accounts will accordingly need to be submitted to the 
Inland Revenue, first for the period ending with the 
commencing of winding up and thereafter for each twelve 
months ending on the anniversary of the commencement 
of liquidation until the final period ending with the dis- 
solution of the company. 


References are to the Income and Corporation Taxes Act 1970 unless 
otherwise stated. 


+ 
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Assessments will be raised on the liquidator 1 in respect 
of each accounting period. 


DH 


Rate of corporation tax 


It will be appreciated that the liquidator will need to 
ascertain and agree with the Inspector of ‘Taxes the com- 
pany’s final corporation tax liability before winding up 
is completed so that an exact provision for tax due may be 
made before final distributions are effected. 

This may present difficulty not only because the total 
chargeable profits of the company will, need to be ascer- 
tained and agreed in advance before the end of the final 
accounting period, but also due to the fact that the rate 

of corporation tax applicable to the financial year in 
question will not generally be known until the following 
budget statement. ‘Thus, in the case of liquidation ending 
on September 30th, 1971, the corporation tax rate for the 
period from April rst to September 30th would not be 
known until April 1972. 

These difficulties are overcome by the legislation, in the 
following manner: 


(a) Section 245 (4) provides that in the case of winding up, 
an assessment in respect of any accounting period may 
validly be made ‘before the end of the accounting period’. 


(b) Section 245 (5) empowers the inspector to agree with the 
liquidator in advance a date when the winding-up will be 
completed so as to determine the final period of assess- 
ment and he then ‘may with the concurrence of the 


liquidator act on the assumption as to when that date will 
fall... / 


This provision is of importance as the agreement will 
create a separate chargeable accounting period (com- 
mencing with the date following the end of the previous 
chargeable accounting period and ending upon the agreed 
date) which will be treated as the company’s final account- 
ing period, even though due to some unforeseen cir- 
cumstances, it is not possible to complete the winding-up 
on the date so agreed. 


“The assumption of the wrong date shall not alter the 
company’s final and penultimate year, and if the right 
date is later, an accounting period shall end on the date - 
assumed and a new accounting periéd shall begin . . . as 
if that new accounting period began with the commence- 
ment of winding up.’ (section 245 (6)). 
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(c) As for the rate of corporation tax to be charged on the 
profits arising in the final accounting period, section 245 
(2) provides that the rate to be applied to such profits 
shall be the rate applicable to the company’s penultimate 
year, and ‘if the affairs of the company are completely 
wound-up before an Act is passed fixing the rate of 
corporation tax for its penultimate year, the corporation 
tax shall be charged on the company’s profits arising in 
the final year and on the company’s profits arising at any 
time in its penultimate year, at the rate of corporation 
tax fixed by the budget resolution for the penultimate 


year... .’ (section 245 (3)). 


Trading during liquidation l 

Section 281 of the Companies Act 1948 provides that 
‘a company shall from the commencement of the winding- 
up, cease to carry on its business’ and it is then the duty 
of the liquidator to realize its property, to pay off the 
liabilities and to distribute the remaining assets amongst 
the shareholders. (CIR v. Burrell, 9 TC 27.) The same 
section, however, empowers the liquidator of the company 
to continue trading ‘so far as may be required for the 
beneficial winding-up thereof’. 

Trading profits made after commencement of liquida- 
tion will continue to be assessed to corporation tax, but it 
should be noted that ‘trade’ may be held to continue for 
tax purposes after an apparent cessation of the company’s 
former activities. Thus, in the case of Baker (as liquidator 
of First National Pathé Ltd) v. Cook (21 TC 337), two new 
companies formed on the liquidation of an older company 
were found to be agents for the liquidator, who was held 
to be assessable to tax as trading through them. In this 
case, the company in liquidation had been formed to make 
and distribute films, and on sale of its assets the new 
companies retained the benefit of contracts for exhibiting 
films on hand at the date of liquidation. Under these 
contracts, a percentage of the proceeds was paid to the 
liquidator and was assessed on him as proceeds of the 
company’s trade. 

In some cases, it is, of course, possible to cease trading 
immediately upon commencement of winding-up, thus 
leaving the liquidator with the duty of realizing the assets 
in its more restricted sense. Cessation of trade does not of 
course imply the end of corporation tax liability; post- 
cessation receipts are assessed under Case VI and other 
sources of income under the usual headings. 

The disposing of the assets and property belonging to 
the company is more likely to be regarded as a realization 
of capital rather than a transaction of trade, although this 
is not necessarily a foregone conclusion. (Wilson Box 
(Foreign Rights) Lid (in liquidation) v. Brice, 20 TC 376.) 


Shortfall 


One of the most far-reaching consequences of liquidation 
concerns the shortfall provisions affecting close .com- 
panies. Section 294 provides that “where a resolution is 
passed or an order is made for the winding-up of a close 
company’ then ‘the required standard shall be calculated 
on the whole instead of 60 per cent of estate or trading 
income taken into account and without any deduction in 
respect of the requirements of the business’. | 

The above provisions ‘apply for any accounting period 
ending with the passing of the winding-up resolution or 
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order, and in respect of any accounting period ending in 
the twelve months preceding the passing of such a resolu- 
tion or order’, and for any later accounting period. Thus 
it is irrelevant for purposes of shortfall whether the 
company ceased trading prior to or at the passing of the 
winding-up resolution or after that date, as it is specifically 
stated that the commencement of the winding-up shall 
have the same effect as the cessation of trade. 

It will be appreciated that the period in which the above 
provisions apply may vary in length from twelve to twenty- 
four months, according to the date on which the winding- 
up resolution is passed. Thus, if the winding-up resolution 
is passed eleven months after the end of the previous 
accounting period, the period covered by the shortfall 
provisions will be of twenty-three months, as it will include 
not only the eleven months of the last pre-liquidation 
period but also the whole of the previous accounting 
period. : 

However, if the winding-up resolution were to be passed 
a month later, i.e., exactly twelve months from the date 
of the last accounts, the period affected by the penal 
provisions would be only twelve months, as no other 
accounting period would end within twelve months of the 
passing of the winding-up resolution. 

When the above-mentioned provisions come into effect, 
no reduction of standard of distributions can be obtained 
on the grounds of business requirements or lack of liquidity, 
and the only mitigation arises where ‘the company shows 
that it could not make a distribution without prejudice to 
the claims of creditors’. In that case, ‘so much of the short- 
fall as the company shows could not be avoided without 
prejudice to those claims shall be disregarded’ (section 294). 

For this purpose, debts due to participators or their 
associates shall not be covered by the exemption unless 
they were incurred: 

(a) in the ordinary course of the company’s trade and also 
in the ordinary course of the trade or profession of the 
creditor, or 

(b) They are debts for remuneration chargeable to income tax 
under Schedule E, or 

(c) They represent moneys due for rent or payment for use of 
tangible assets or copyrights. 


A further complication is introduced by section 294 (5) 
which brings forward, in the case of liquidations, the date 
on which a shortfall assessment becomes effective. It will be 
remembered that the assessment to shortfall under section 
289 normally takes effect twelve months after the end of 
the relevant accounting period. However, when the 
company is put into liquidation, the assessment in respect 
of any shortfall shall be made: 

Loi For an accounting period ending in liquidation or with 
the twelve months ending with the said event’, on the date 
immediately preceding the date of commencement of 
liquidation, and 

‘(6) For any later accounting period shall be an assessment 
as for a distribution made immediately before the end of 
that period.’ l 

Although the requirements of business cannot be brought 
into consideration, abatement provisions are none the less 
applicable and the recent increase in the abatement and 
exemption rates (section 25, Finance Act 1971) will, there- 
fore, bring a substantial benefit to companies in liquidation. 
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Avoidance of shortfall liability 


The effect of the above-mentioned provisions will be to 
render the company’s profits liable not only to corporation 
tax, but also to income tax and surtax under a shortfall 
assessment. In addition, any remaining balance will form 
part of surplus funds distributable to the shareholders in 
respect of their shares and will, therefore, be liable to 
capital gains tax in their hands. 

It will, therefore, be up to the professional advisers to 
plan the winding-up in such a way as to minimize as far 
as possible the detrimental effect of section 294. The 
following suggestions may be of some assistance in this 
connection: 


(1) As already mentioned, the date of passing of the winding- 
up resolution can affect the length of the pre-liquidation 
period in respect of which a roo per cent distribution will 
be required. The shortest period will arise if the winding- 
up commences on the date following the end of a twelve- 
month accounting period, and it is zenerally advisable to 
postpone the passing of the windirg-up resolution until 
that date. 


(2) Where the company about to be wound up is a member of 
a group of companies, maximum use should be made of 
any losses available in other fellow-subsidiaries so as to 
reduce, by way of group relief, the chargeable profits of 
the company in the pre-liquidation period; and, if ap- 
plicable, in the accounting period immediately preceding 
that period. 


(3) It is most important that maximum distribution of profits 
should be made in the final pre-liquidation period (prior 
to passing the winding-up resolution) so as to avoid 

- any possibility of shortfall arising in that period. In normal 
circumstances it will not be possible to compute accurately 
the actual standard of distribution, as the accounts will 
not be available until after the end of the period, when it 
will be too late to take remedial action. It should be borne 
in mind, however, that a small excess of distribution over 
the required standard may not necessarily be detrimental 


as, in the first place, it would reduce the balance dis- 


tributable to the shareholders in the winding-up thus 
reducing their capital gains tax liability; and furthermore, 
although surplus of distributions cannot be carried for- 
ward, any excess over the required standard may be used 
to reduce shortfalls which may have arisen in earlier 
years. 


Distribution in liquidation period 

Any undistributed profit of the final pre-liquidation period, 
as well as any income received after commencement of the 
winding-up, will of course be liable to a 100 per cent 
standard of distribution and the question, therefore, 
arises whether the liquidator can distribute these profits 
in such a way as to avoid a shortfall assessment. 

A distribution as defined by section 233 will not include 
‘distributions made in respect of share capital in the 
winding-up’ and it would appear, therefore, that after 
commencement of liquidation all payrnents made to share- 
holders whether out of capital or income will constitute 
capital distributions in respect of shares. For capital gains 
tax purposes, however, a capital distribution does not 
include a distribution which ‘in the hands of the recipient 
constitutes income for the purpose of income tax’ and a 
Revenue concession empowers the liquidator to make 
distributions of income under deduction of Schedule. F 
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tax ‘out of income of the trade or business of a close company 
arising after commencement of a winding-up’ so as ta 
reduce liability to a shortfall assessment to nil. 

It should thus be possible to distribute the income 
received in the period of liquidation so as to avoid shortfall 
liability. In the event of a distribution in any accounting 
period after commencement of the liquidation being in- 
sufficient to cover the standard of distributions required, 
an increased distribution may be made in the subsequent 
period so as not only to cover the standard of that later 
period, but also to leave a surplus to be carried back to 
cover the shortfall of an. earlier period in liquidation. 


Pre-liquidation period 


The concession which relieves the company from the 
burden of shortfall liability as far as the income of the 
period of liquidation is concerned, does not extend to 
the pre-liquidation period, so that a full 100 per cent 
distribution taking effect prior to commencement of 
liquidation would appear to be required if shortfall liability 
is to be avoided. As it is generally impossible to ascertain 
the standard of distribution of a trading company prior 
to the end of an accounting period, it may be thought 
expedient to delay the passing of the winding-up resolution 
until trading has ceased. 

Finally, it has been suggested that ‘as a last resort the 
articles of association could be altered (prior to liquidation) 
so as to empower the liquidator to pay dividends out of 
pre-liquidation profits. Income tax deducted at source 
from such payments would, of course, be remitted to the 
Inland Revenue and it might then be maintained that the 
provisions of section 291 were satisfied. 

Section 289 (5) authorizes a company'assessed to shortfall 
to make a claim for any later accounting period for which 
there is no such shortfall, requiring that ‘shortfall for the 
earlier period or so much of it as has not been dealt with 
under this subsection shall . . . be deducted rateably from 
distributions made by the company for the later period, 
provided that no deduction shall be made so as to reduce 
those distributions below the required standard’, and it 
is specifically provided in subsection 6 that the above- 
mentioned provisions ‘shall notwithstanding the winding-up 
of a company continue to apply as if the company were 
not being wound up’. 

The effect of the above-mentioned provision is to 
authorize the set-off of a surplus of distribution in a later 
period against an earlier shortfall, so that, provided a 
surplus of distribution can be created in respect of a later 
period of liquidation by means of a distribution of income 
under deduction of income tax, shortfall assessments could 
be reduced or altogether avoided. 

Whereas there appears to be no authority in the Com- 
panies Acts for distributions of income to be made after 
after the commencement of liquidation, it is suggested 
equally that these Acts do not prohibit payments being 
made to members under deduction of income tax. This 
being the case, there is no obvious reason why full use 
should not be made of the fiscal provisions intended to 
relieve the taxpayer from the penal clauses of corporate 
legislation. . 


(To be DEE "ste 
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Charitable Estate Duty Schemes 


by OUR INSURANCE CORRESPONDENT 


(7 practice, all too often the question of estate duty 
mitigation is left until it is quite late. In other words, 
little attempt is made to put a scheme in hand until the 
central character is quite old. At this stage, there can be 
problems over health if term assurance is needed in con- 
nection with an inter vivos gift for a seven-year period. 

Apart from that, if the idea is to take out a ‘back-to- 
back’ scheme involving an immediate annuity and a whole 
life policy, it may not be possible to obtain the whole life 
policy (also on health grounds) because, from the insurance 
company’s point of view, this must very much stand on its 
own feet and the underwriter must not be influenced by 
the fact that the annuity is being issued by the same office. 
In fact, to make it clear that no such situation has arisen, it 
is often suggested that the two contracts should be ar- 
ranged with different offices. 

There is a method which will benefit a selected charity, 
which is based on a simple reversionary trust. It cannot 
achieve ‘instant’ relief of estate duty, but it can make a 
significant reduction in many cases. It is being put forward 
as one of a number of schemes by Charitable Trusts’ Fund 
Raising Associates and Target Trust managers. Whilst 
there is much to be said in favour of using this scheme — 
since all the spade work has been done, and experts will be 
able to look after the details — there is no reason why a 
client should not adopt the same principle but use it in 
some different way. 


Reversionary interests 


Normally, when a reversionary trust is used, a man leaves 
his estate to his children with the proviso that, during his 
widow’s lifetime, she is to enjoy the income derived from 
the capital which comprises the estate. Under what is 
termed the ‘Windfield Trident’ reversion, the donor gives 
all or part of his estate to his heirs with the proviso that, for 
at least seven years (this being the inter vivos penalty period) 
the income shall be applied to the benefit of a charity. 

There is an estate duty advantage in view of the Estate 
Duty Office-concession that, for the purposes of assessment 
of estate duty, a reversion is divided into two parts. In the 
first place, there is the total income yielded during the 
period before reversion to the ultimate heir. Secondly, 
there is the capital value of the sum under reversion, 
reduced by the total income. In view of the fact that the 
income factor is given to charity, the inter vivos penalty 
period is reduced from seven years to one year in connection 
with this, which means that the dutiable value of the 
capital sum is diminished. 

To show the effect of this, one can take the case of a 
man who sets up a reversionary trust of £100,000, taking 
the form of units in a unit trust yielding 10 per cent per 
annum. If the period before reversion is seven years 


(although it could well be longer), the income factor would 
be seven times {10,000, or £70,000. Thus, the dutiable 
capital factor would be reduced from {100,000 to £30,000. 

It should be added, however, that this significant 
reduction in estate duty liability is diminished slightly by an 
actuarial factor which relates to the net present value of the 
reversion. This factor is not dependent on the age of the 
donor at the time of making the reversion; nor is it de- 
pendent on his health at that time. 


Income and capital 
To achieve the greatest success from the estate duty point 


‘of view, a high yield is needed for the security which forms 


the basis of the reversion. Fortunately, too, this will 
benefit the charity. Windfield Trident have decided to use 
the Target Preference Fund for this purpose, which gives a 
high yield. 'There is a practical drawback in that there is 
likely to be very little capital appreciation over a seven-year 
period or so, and there is no doubt that this is a disad- 
vantage from the point of view of the ultimate heirs. In 
no way can the securities be expected to keep pace with 
inflation during the period before they revert to him. 

Nevertheless, there will be a substantial benefit to the 
charity. For instance, since the reversion is irrevocable, 
the charity can use the future income as collateral for a 
loan, effectively converting income into capital. Further- 
more, if the donor should die quite soon after making 
these arrangements, the saving in estate duty should more 
than compensate for the lack of capital growth in the 
securities. Naturally, from the estate duty point of view, it 
is best for as much as possible of the capital of the donor to 
be included in the reversion. This, however, can have the 
drawback that the donor may not be left with sufficient 
income. Furthermore, should the donor die during the 
seven-year period, the capital will not be available to his 
heir until the end of that period. 

One way of dealing to some extent with these difficulties 
is for the donor to use further capital so as to purchase an 
immediate annuity, to provide him with an income for life. 
There are tax advantages in this course. In the first place, 
by using capital in this way, he will be reducing his ulti- 
mate estate, so that a lower rate of duty may be payable. 
Secondly, a substantial proportion of each payment from 
the insurance company (with the exact proportion depend- 
ing on age when the annuity is purchased) will be free from 
income tax and surtax. 

Normally, payments under an annuity cease at the death 
of the annuitant. In this case, however, arrangements could 
be made for the annuity payments to continue for the 
seven-year period, even though the original annuitant may 
die during that period. Admittedly, by incorporating such a 
guarantee, a slightly lower yield will be offered by an 
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insurance company. Nevertheless, dependent on the 
position of the ultimate heir, this may be a sensible course 
to adopt. 


A hypothetical case 


Perhaps the best way of seeing how this arrangement can 
work is to look at a hypothetical example: the case of a man 
of 65 who has an estate of £200,000. Of this, £60,000 is 
made up of property of which he either cannot or does not 
wish to dispose. The remaining £140,000 is made up of 
shares, and we will assume that they are yielding 6 per 
cent, providing an annual income of £8,400 gross or 
£3,790 after tax. In the event of death before making any 
arrangements, the estate duty liability would be £114,000, 
leaving the heir with £86,000. 

Windfield Trident, who have produced these figures, 
suggest that, in this case, {100,000 should be put into a 
charitable reversion, the remaining £40,000 being used to 
purchase an immediate annuity which will be guaranteed 
for seven years. At present, one can chink in terms of the 
annuity producing £5,435 per annum. Of this, the capital 
content would be £2,698. Thus the taxable income would 
be £2,737. Tax on this would be £919, leaving a net income 
of £4,516. Thus, by adopting this ccurse, there would be 
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an immediate net gain in income of {724 per annum. 

Making projections into the future is very difficult, 
because one cannot assess appreciation of assets correctly, 
quite apart from the fact that there could bé changes 
in the estate duty legislation. If, however, the donor 
should die after three vears, and one assumes that the 
property is still worth £60,000, the annuity remainder 
would be worth £17,651. The reversion value at that time 
would be £51,300. Thus the total value of the estate could 
be £128,951, giving an estate duty liability of £65,350. 

In this case, the heir would receive capital of £134,650 
after four years. Meanwhile, he will receive the income from 
the annuity for four years. 

In the event of death after six years, the annuity re- 
mainder would be worth £5,062, and the reversion value 
would be £35,910. If there has been no increase in the 
value of the property, this would mean a further £60,000, 
bringing the total of £100,972. On the present basis, 
estate duty would amount to £47,150. After one year, 
the heir will receive £152,850, and also, will have the benefit 
of the income from the annuity for one year. 

These figures, to a great extent, are no more than 
estimates, and not too much faith should be put in them. 
Nevertheless, they do illustrate how the scheme can work, 
and how effective it mav be. 





Cost’s Dilemma! 


by J. P. V. HUNT 


Us definitely no fun being a Cost. I mean, if you’re 

something else, at least you know what you are. You’ve 
got some sort of a group identity. Fut not us poor Costs. 
Nobody comes up to us. You’d feel a bit stupid saying 
‘Good morning, Mr Discretionary Cost’ or ‘Hallo, Mrs 
Semi-annual Cost’, Well, you would, wouldn’t you? You 
just don’t think of our feelings. Ycu just don’t take any 
notice of us Costs. 

Mark you, to some degree it may be our fault. Old 
General Cost claims that the problem is social. We just 
don’t have enough Class or Quality Costs. Nobody to talk 
to in the Cost Centre, he claims. Too many damned 
Common Costs. ‘Too many Unavoidzble Costs lolling about 
all over the place. Too many Impossible Costs with no 
deference for their betters. If he had his way he’d be a 
Current Cost and electrocute the lot of them. But there’s 
the real nub of the problem. Most cf us are born Variable 
Costs. We just don’t know what we’re going to be from 
one minute to the next. 


I suppose I’m lucky, really. Pm a Fixed Overhead Cost. 
Gives me a detached point of view. But imagine the 
predicament of an Hourly Cost. In one day, he can have 
been netted, allocated, assigned, budgeted, deferred, 
engineered, estimated, imputed, managed, manufactured, 
maximized, minimized, materialized, absorbed, under- 
absorbed and over-absorbed, processed, prorated, set-up 
and set-down; and if he wasn’t absorbed enough already, 
he could be semi-absorbed into the bargain. All this 
transfiguration isn’t good for a fellow. It’s no wonder that 
some Costs have split-personality problems. They just 
can’t settle down to being Standard Costs. 

No, these days, one has to specialize to get recognition. 
You have to be socially acceptable. You have to be a Prime 
Cost or a Relevant Cost, or a well-balanced Discretionary 
Cost. 

We're doing the missionary work on our side. We’ve 
exterminated the Idle-capacity Costs, streamlined the 
Gross Costs, operated on the Joint Costs, stepped on the 
Threshold Costs and avoided the Unavoidable Costs. So 
were not foot-dragging. But now we need your acceptance 
and we need it in a language we can all understand. Not the 
daft mumbo-jumbo of intellectual accountants. 

So come along to one of our socials at the Cost Centre 
one evening. Tea and biscuits are served about nine 
o'clock by a handful of rather attractive Extra Costs. Wei 
have a sing-song or two, a laugh and a joke, and plan the 
overthrow of the villainous Cost Accountants who have 
made our life impossible and your life hell. 
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Management Problems in an 
Inflationary Environment 


by JEFFERY PEARCY, C.A. 


e LATION in not a new problem for managers. In the 
1540s Henry VIII debased the coinage to pay for his 
French wars so that prices rose, causing a sterling de- 
valuation and much social unrest. A few years later the old 
coinage was replaced, and one new penny was made to 
equal two old ones. The economy entered a period of 
stagflation — 1.e., stagnation coupled with inflation — and 
there was more social unrest. These events seem to me to 
have a familiar ring. 

In our own century we have had inflation during and 
immediately after the two wars, but whereas it was followed 
in the thirties by a longish period of deflation, in the 
period since the Second World War there has been 
continuous inflation. 

I am not an economist and I have not made any deep 
study of the causes of changes in price levels. I do, how- 
ever, observe that there are many factors at work besides 
the purely economic ones. I am thinking particularly of 
such things as social attitudes, the rate of technological 
innovation and the power structure of society. I wonder, 
for example, whether the deflation in the nineteenth 
century was caused to any extent by a slowing-down of 
innovation in the UK, accompanied by a weighting of 
the balance of power in favour of employers.. ‘That is 
speculation, but in our time we see that the balance of 
power has swung away from employers, and social atti- 
tudes demand a curb on excessive unemployment, and a 
steadily increasing standard of living. In addition, the 
UK has no general lead in technological innovation. 

If inflation is such an age-old phenomenon, why are 
we today having to concern ourselves with the problems 
it poses for managers? Why do we not already know the 
answers? One reason is that most people have to experi- 
ence things themselves to really understand them, and in 
the UK the present rate of inflation is a new experience. 
Another reason is that there are different kinds of inflation, 
and we have to identify the kind we are faced with in order 
to tackle the problems. 


Kinds of inflation 


I believe that, broadly, economists say there are two 
basic kinds of inflation, ‘demand-pull’ and ‘cost-push’. 
The demand-pull variety, which may often be associated 
with excessive government expenditure, 3 is the one which 
is the more familiar to us, the ‘too much money chasing 
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too few goods’ situation. It is nowadays fairly well under- 
stood and there are recognized means of combating it. For 
industrialists it is not too painful, because it creates a 
seller’s market so that factories are run flat out, and prices 
can be ratsed to match cost increases. It does, of course, 
create problems for exports and the balance of payments. 

The ‘cost-push’ kind of inflation is less common and 
is not so well understood. In fact I have a theory that 
in England we have to go back to the years following 
the Black Death to find another longish period of cost- 
push inflation. During that period, labour was scarce and 
workers were in a better bargaining position than they 
have been up to the present day. Wages rose rapidly, 
prices less so and the level of profits fell. One estate which 
had shown a yield of 20 per cent before the Black Death 
realized a mere 4 per cent after it. An attempt was made 
to. regulate wages by the Statute of Labourers, which 
was passed in 1351, but this had little or no effect. 

For managers, the problems of cost-push inflation are 
likely to be worse than demand-pull because costs rise 
quicker than demand, and selling prices have to be pushed 
up against competition. 


Present rate of inflation 


Within the area of rates of inflation such as we are now 
experiencing, we find that the main problem for manage- 
ment is that, whilst costs seem to rise by a process of 
inevitability, the same is not true of selling prices. Profit 
margins are squeezed, and consequently the manager 
has to fight a defensive action against rising costs and 
simultaneously an offensive action for increases in his selling 
prices. | 

It may well be said that in a competitive economy this 
is precisely what the manager is having to do all the 
time. There is some truth in this, and at rates of inflation 
of about 3 per cent a year it may be possible to find pro- 
gressive improvements in efficiency and productivity such 
that unit costs are held almost constant. This process mini- 
mizes the impact of inflation and in particular helps to 
maintain the competitiveness of exports. But at higher 
rates of inflation, even the best managers cannot improve 
productivity sufficiently to keep unit costs level. Increases 
in selling prices thus become not only desirable but posi- 
tively essential. So in what follows I am all the time 
assuming that we have in mind the problems facing good 
managers who are already alive to the need for a con- 
tinual search for improvements in productivity, in mar- 
keting, and in other areas of management. 
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Over and above the squeeze on profit margins, I believe 
that inflation produces certain distortions and shifts 
in emphasis. It is like changing from a familiar car to a 
foreign one; the same controls and instruments are there, 
but to drive the car the readings on the instruments have 
to be meaningful, and the touch of the controls has to be 
acquired. We all learn by experience, and a large part of a 
manager’s life consists of applying the lessons of his 
experience to situations which have parallels in the past. 
An inflationary environment produces a number of new 
factors. 

Accordingly, what I propose to do is to touch on some 
of the aspects of management which I believe are changed 
by inflation, and to indicate some lines of action which 
management might follow. I should here make the usual 
disclaimer that any views I may express are my own, 
not ICI’s. 

The first job of a manager confronted with inflation is 
to find out what kind of inflation he is faced with and 
how it behaves. I have discussed the features of different 
kinds and rates of inflation and for the purpose of this talk 
I am assuming that we are dealing with cost-push inflation 
at rates in excess of 4 or 5 per cent per annum but not 
going up to astronomical rates. 

I have already mentioned the most obvious effect of 
inflation, namely general pressure for price increases 
from suppliers of goods and services. Other effects are 
to be seen in the areas of management accounting, of 
selling price policy, of overseas operations, of cash man- 
agement and of short-term forecasting and strategic 
planning. I shall deal with these areas in turn. 


Problems of costs 


Using the usual sub-division between raw materials 
and services on the one hand and wages and salaries on 
the other, I believe the utmost resistance should be op- 
posed to price increases of materials and services. Of 
course, how much resistance one can in fact employ 
depends on the bargaining position. Looking at the two 
extremes, faced with a monopoly supplier one can’t in 
the short term do much; but in the long term, inflation 
gives an added incentive to look for alternative sources 
of supply. At the other extreme, if one is in the happy 
position of being a monopoly buyer then I believe the 
danger to be avoided is that of driving too hard a bar- 
gain and perhaps forcing an efficient supplier out of 
business. 

I personally regard the problem of wages and salaries 
as at the same time more difficult and more interesting 
than that of materials and services., Motivation comes right 
to the fore in deciding how to handle the present situation. 
On this, there are probably as many different views in this 
room as there are people, but I do not believe that in the 
short term there is any solution to the wage inflation short 
of compulsion. For the longer term, I believe it is essential 
to develop a comprehensive personnel policy. 

Obviously if the manager has to agree to an uneco- 
nomic increase in wages he must do what he can to bring 
his unit costs back into line. In other words, he must 
manage with fewer people. However, he immediately 
faces another difficulty because, if he simply fires people, 
his long-term personnel policy won’t get off the ground. 
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Consequently he must have a proper redundancy scheme 
and this means a further extra cost. One way of avoiding 
this in the future is, of course, to match his intake to the 
reduced numbers he will need. ` ` 

There is one other item on the expenditure side of the 
profit and loss account, namely the cost of money. Like 
everything else the price of this goes up. Those who are 
lending long term at fixed rates have of course a particularly 
difficult job, because in effect they are forecasting the 
rate of inflation over the term of the loan. I am told that 
in Argentina, when the rate of inflation got up to over 
30 per cent, it became virtually impossible to borrow money 
at all. 

For any manager whose accountants have not adopted 


_price-level accounting, my advice would be to look very 


carefully at any figures of profit and not to rely on them 
as clues to his cash position. He should look at this quite 
separately. In particular he should make sure that his 
forward cash forecasts allow fully for higher capital and 
operating costs and for the greatly enhanced working 
capital requirements. 


Selling price policy ` 

We now come to the credit side of the profit and loss 
account, i.e., sales. Obviously the manager must get his 
selling prices up. Let me repeat that at 8—-ro per cent in- 
flation it is not going to be possible for most businesses to 


‘keep their unit costs down, so that they must raise their 


prices or go out of that line of business. Ideally the manager 
will get them up progressively and simultaneously with 
inflation. If the rate of inflation is increasing, he will 
get them up by more than the rate of inflation — his ac- 
countants can work out how much more is needed. 

In practice the manager has to do what he can in the 
light of his competitive situation, but he must clearly 
understand that to the extent that his achievement falls 
short of the ideal he is in fact making price concessions. 

One should at this point make a slight detour to deal 
with a moral issue..Is the manager not acting against 
the public interest if he raises his prices and thereby 
adds fuel to the inflationary flames? My answer is an 
unequivocal no. In the first place, it is doubtful if a price 
increase which does no more than match the percentage 
unit cost increases is in fact adding: fuel to the flames. 
It is certainly not tending to increase the rate of inflation 
further, and to the extent that part of the cost increases 
are absorbed it is tending to diminish it. 

Secondly, a manager’s prime duty to-society is to run 
his business efficiently and ensure that it makes sufficient 
profit to fulfil its obligations to employees and investors 
and to continue to flourish in the future. If a business 
does not continue to make a profit in real terms, it is a 
net consumer of wealth and should cease operations. 

How then do we go about getting our prices up? Not 
a bad way of starting is to put them up and see what 
happens. If we are lucky, the increases will stick. In 
practice some will and a lot won’t. It may increase our 
success percentage if we, prepare the ground first: we 
probably know our own customers pretty well, but do 
we know much about their customers? Is the climate in ` 
our industry geared up to inflation? If not, should we 
be active in trade associations and the like in spreading 
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the message? Do our competitors understand the effects 
of inflation on conventional accounts? At what points 
in the chain from us to the ultimate consumer is the 
need for price increases likely to be most easily accepted? 
Are there other bodies who are not in the direct line but 
who should be tackled, e.g., government departments? 

If the final answer is that despite all our efforts we cannot 
get our prices up sufficiently, we then have to ask whether 
this is the right business to be in at all. 


Overseas operations 


With the UK economy almost stagnant, the possibilities 
for cost reduction and improvements in efficiency and 
productivity are limited. These things are always easier to 
achieve when demand is growing, so we must in present 
circumstances go for higher exports. I wonder if enough 
businesses in the UK have a really thorough look at 
export possibilities, identifying markets where their 
products will sell competitively and give them a satis- 
factory profit margin. 

Precisely the same questions about selling prices which 
were raised in relation to the home market apply also to 
exports, but here one has to look at the rate of inflation 
in the particular overseas territory. It is clearly necessary 
to have this information for all the territories in which one 
is trading. This becomes even more important where one is 


- manufacturing abroad, both in relation to making operating 


profits and in considering the finance of the business. The 
higher the rate of inflation, the more important it becomes 
to use local borrowings. 


Cash management 


The next topic on my list is cash management. Obvious 
points are to minimize monetary assets — cash and debtors 
— and to-maximize monetary liabilities, assuming one 
can find a lender. In this process I am aware.that some 
companies go to the length of deliberately paying their 
suppliers late whilst exerting maximum pressure on their 
customers. I have every sympathy with tight credit con- 
trol on customers; and, whilst there has been a marked 
move in this direction, I believe a lot of businesses, par- 
ticularly small ones, are incredibly lax. I have no sym- 
pathy at all with paying one’s suppliers late. One has 
contracted to buy something against payment at a par- 
ticular time and it is, quite simply, a breach of contract 
deliberately to pay late. It is a different matter if one 
negotiates an agreed extension of credit. 

I have mentioned earlier the need in one’s cash plan- 
ning to make full allowance for increased working capital 
and increased costs of fixed assets. What is perhaps not 
so obvious is not to be unduly alarmed if one finds as a 
result that there will be a continuing need to raise loan 
capital at intervals. With inflation at, say, ro per cent, the 
real liability for loan capital is diminishing at 10 per cent 
per annum. If one plans to maintain the business at its 
present size in real terms and also to maintain the gearing, 
then the monetary amount of loan capital must rise at 
IO per cent per annum. This implies that managers may 
well have to keep in more continuous touch with the money 
market than they have in the past. They may also find that 
lenders expect some protection, either in the form of higher 
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and more variable interest rates, shorter terms, equity links . 
or some other variation. 


Short-term forecasting 


Let us move on to short term forecasting and strategic 
planning. Prediction is a vital part of a manager’s job, 
and inflation adds one more facet, for he now has to predict 
the rate of inflation. 

Another lesson from Rolls- Royce i is the vital importance 
of getting this right. How does one forecast the rate of 
inflation? Will there be a wage and price freeze? If so, when 
and for how long? What happens when it is relaxed? J am 
afraid my crystal ball is no better than any others for 
obtaining answers to these questions. 

However, in the very short-term — say for the next 
six months — it is a pretty safe bet that inflation will continue 
at least at its present level. There are enough huge wage 
increases working their way through the pipeline to ensure 
this. Looking further ahead, my personal feeling is that the 
inflationary pressure in the Western world will be with us 
for some long time to come. If this-is right, then any wage 
and price freeze will be only temporary. It may nevertheless 
lead to a gradual slowing down of the rate of inflation, 
possibly and with luck, back to the old 3 per cent levels. 
Incidentally, it is an interesting comment on the adaptability 
of people that when I was talking to someone from 
Argentina recently he was sighing for the days of stability, 
when inflation was only ro per cent. 


Strategic planning 


The manager now turns to the difficult problem of strategic 
planning, and he may have to do some really fundamental 
thinking here. What is the right kind of business to be in 
in conditions of high and fluctuating inflation? Ideally, 
one which needs no monetary assets, i.e., no debtors or 
cash, which can readily adjust its selling prices upwards, 
which has plenty of assets to offer as security for loans, 
which has a good bargaining position opposite its suppliers 
and which has a dispersed and docile labour force. One 
begins to see why stores such as Marks & Spencer have 
been doing so well lately. 

What about the other extreme? What kind of business 
should one not be in? Obviously we reverse the desirable 
characteristics and we find our business would have 
high monetary assets — for example a lot of export trade; 
it would be in difficulty over selling-price adjustments, 
perhaps because of tough and unenlightened competition 
or because the industry has a tradition of infrequent 
price changes or it has long-term contracts; 1t would have 
difficulty in giving security for loans; it would be faced 
with strong suppliers and it would have a militant labour 
force. Do we detect shades of shipbuilding and the motor 
industry? 

Having classified the kind of business he is in, the 
manager then has to decide whether he can satisfactorily 
deal with the various weak points. If he is selling on 
long-term contracts, can he negotiate good escalation 
clauses? Can he strengthen his bargaining position with 
his suppliers? Has he used his borrowing power as 
effectively as possible? Is his personnel policy right? 

It may be that solutions can be found to all these 
problems. It is certainly worth a very good try because, 
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if they can’t, the manager must face the question of 
changing to another business. 


Overall effect of inflation 


I have been talking in some detail about the specific effects 
of inflation on various aspects of management, but a 
business is an entity, and a healthy business is one in which 
all aspects mesh with each other to form a balanced whole. 
Can we then draw together the separate effects of inflation 
on parts of the business and visualize the total effect on the 
business as a whole? 

It is widely held that a moderate rate of inflation — say 
3 per cent per annum — is a good thing because it provides 
the right climate for continuing steady changes and pro- 
gress. For example it 1s psychologically easier to raise 
wages than to lower them, and with moderate inflation 
an. expanding business can offer higher wages whilst the 
contracting ones hold theirs steady. The generally rising 
money incomes create a climate of confidence which 
encourages investment. 

But with a higher rate of inflation — say Lo per cent per 
annum — people start losing confidence in money and the 
unreality of a rise in money wages becomes very apparent. 
The customary guidelines lose their meaning and we start 
getting extravagant wage claims. As consumers we lose 
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our sense of the right prices to pay in aha shops. If un- 
controlled, the inflationary spiral can lead to complete 
disruption of the economy. 

On any one business the total effect e a 3 per cent rate of 
inflation may therefore well be stimulating. But at the 


higher rates of cost-push inflation coupled with stagna- 


tion which this country is now experiencing the problems 
of managing a business start to multiply. Even the best 
managers find it more difficult to earn a sufficient profit 
to sustain any real growth. Cash is short and the risks of 
long-term investment increase. So the total effect on a 
business is likely to be one of battening down the hatches: 
this, I am told, is borne out by South American experience. 
I have been trying so far to see through a general 
manager’s eyes. If I now revert to being an accountant, 
what lessons do I learn? First and most important, I must 
more than ever be aware from hour to hour of the financial 
position of the business in comparison with plans and 
budgets. Second, I must make sure that proper allowances 
for inflation are displayed in all my figures and I must 
satisfy myself that the users of the figures understand these 
allowances. Third, I must make sure that close attention 
is paid to longer-term profit and cash plans. Fourth, I- 
must do what I can to encourage other accountants to 
interest themselves in the problems of living with inflation. 
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Taxation 
Case 


Blausten v. CIR 


In the High Court of Justice (Chancery Division) — 
July 5th, 1971 


(Before Mr Justice GorrF) 


Surtax — Settlement — Caught by anti-invasion legislation — 
Adjustments to restore situation — Whether adjustments effective — 


` Finance Act 1958, section 22. 


In 1956 the taxpayer made a settlement on discretionary trusts 
in favour of a specified class. By clause 2(a) the trustees were 
to hold the trust fund for the trust period to apply the income 
among the members of the specified class as the trustees should 
think fit. By a proviso the trustees were enabled in their un- 
controlled discretion to apply capital of the trust fund for the 
benefit of any one or more of the specified class, but not’so as 
to confer any benefit, during the settlor’s lifetime, in capital or 
income upon the settlor’s wife. The specified class were ‘the 


wife widow children and remoter issue of the settlor’. By 
paragraph 5 of the second schedule to the deed of settlement 


‘the trustees might with the settlor’s previous written consent: 


‘appoint that any other person or persons except the settlor 
shall be included in the specified class and as from the date of 
any such appointment the person or persons specified therein 
shall be included accordingly’. | 
The settlement was caught by section 22 of the Finance Act 
1958, and, pursuant to section 22 (5), a deed of appointment was 
executed in 1959 for the purpose of restoring the situation. 
By this deed the trustees irrevocably declared and appointed 


that until the expiration of the trust period the capital of the 


trust fund was to be held upon the like trusts as in the deed of 
settlement, as if they were repeated: | 


‘save only that: (a) in the definition of the specified class 
contained in the schedule to the settlement the words “wife: 
widow” shall be deemed to have been omitted; and (b) in 
clause 2 (A) of the settlement there shall be deemed to have 
been inserted after the words “the specified class” [in the 
proviso] the words “and the widow of the settlor”. g 


Thus the insertion dealt with capital, but not with income. 

It was contended for the taxpayer that, as amended by the 
deed of appointment, the settlement deed did not confer any 
interest in the income on the settlor’s wife, but only on his 
widow; and that, therefore, the settlement had been taken 
outside section 22. It was contended for the Revenue that the 
appointment deed was ineffective in that it was an attempt to 


delete from the specified class; alternatively, that if the deed 


was valid, it left the trustees with power, in paragraph 5 above, 
to include the settlor’s wife in the specified class, and then the 
trusts for income would apply to her. The Special Commis- 
sioners decided in favour of the Revenue. 


Held: the Special Commissioners’ decision was correct. 
è { 
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H thi. holidays, like happy marriages, do not make news. 
This summer the Clarkson’s package deal holiday company 
has provided literally hundreds of thousands of people with 
perfectly satisfactory value-for-money holidays, but there have 
been snags for some of the others — the minority few. The 
minority have claimed the attention, and because that is the way 
of things, Clarkson’s seem to have been lurching this summer 
from one crisis to another — from Spanish hotels to cruises in the 


Mediterranean. 


These problems were of major consequence to those people 
involved, admittedly, but compared with the number of satisfied 
customers the complaints were a minority matter. But the com- 
plaints made the news and it was not at all surprising that the 
accounts of Shipping Industrial Holdings Ltd, of which the 
Clarkson Holidays company is a group member, should have 
attracted attention principally because of a qualification to the 
auditors’ report concerning the Clarkson company. 

This, of course, is the way things go when not much seems 
to be going right. The auditors’ reference to Note 16 imme- 
diately attracted attention and. the information in the note 
naturally made good ‘copy’, even though the points raised in 
the note referred to last year’s operations and were therefore 
not connected'in any way with the events then making Clarkson 
news. 

Note 16 explains the position adequately. 


Computer breakdown 


The Press reaction to the Clarkson financial development 
included reported statements from Shipping Industrial’s 
chairman, Mr Jocelyn Hambro, maintaining that the position 
was now ‘all right’ and from Mr Roy Brooks, Shipping Indust- 
rials secretary, saying that the computer was inefficiently 
programmed and could not adequately cope with the volume of 
input given to it so that ‘things got lost’. 

Particularly interesting, however, is the point that Shipping 
Industrial’s report and accounts and the statement signed by 
the chairman and deputy chairman contain no reference to the 
Clarkson missing £r million other than the reference by the 
auditors to Note 14. Under the heading of ‘Inclusive Holidays’ 
in the joint report, the chairman, Mr Hambro, and his deputy, 
Sir Alexander Glen, comment on Clarkson Holidays operations 
but make no direct reference to what seems to have been a 
breakdown in computer operations. | , 

The directors’ report makes no reference to the fact that the 
auditors’ report is ‘qualified’ and the dual chairman-deputy 
chairman report makes no reference to that point either. One 
would have thought that a matter of this importance, at a time 
when the Clarkson Holidays company was not exactly getting 
a brilliant press, would have been considered worthy of comment 
and explanation in the report. 
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Clarkson's Programming Problem 


In the dual report comment is made on the fact that while 
turnover in inclusive holiday business rose from {12-5 to 
£20°84 million, profits were only £29,000 up at £447,000. The 
highly competitive nature of the inclusive air holiday business 
is such that added turnover will only produce greater profit if 
aircraft load factor can be maintained and costs per passenger 
kept at the same level. 


Market leader 


In 1970, Clarksons consolidated their market leader position 
and maintained an average load.factor of over go per cent. The 
main summer programme was increased from 200,000 to 
310,000 and over the whole of the year more than 500,000 
people travelled with Clarksons, so that the company held a 
market share of about 25 per cent. 

There is an oblique reference to administration systems but 
no direct reference to the point that £x million of payments 
went adrift. It is stated that with such a large number of people 
choosing the company’s tours and holidays, it was clear that new 
technological systems must be introduced if vast accounting and 
administration problems were to be handled efficiently from the 
viewpoint of the client and at acceptable cost to the company. 
‘However’, the report states, ‘the introduction of these systems 
in themselves must inevitably lead, in the short term, to higher 
expenses and this is particularly marked in the field of real-time 
computer operations and research’. 

Note 1 to the accounts shows that Clarkson Holidays is now a 
much smaller percentage of Shipping Industrial Holdings both 
in turnover and profit terms than it used to be. In 1970, major 
acquisitions, particularly of Landel Trust, the insurance broking 
group, and of the Dene Shipping Company considerably in- 
creased the size of the group. Operations are now organized 
in six divisions: shipbroking, shipowning, insurance under- 
writing, insurance broking, freight movement and inclusive 
holidays. 


improving systems 


The joint report puts the view that the group entered 1971 
with a distinctly broader and stronger base of operations with 
all six divisions well established and management both divisional 
and central much strengthened. So far this year results from 
underwriting, insurance broking and shipbroking have been 
‘distinctly. encouraging’. The forwarding section of the freight 
movement division and also the holidays division suffered from 
the postal strike but have since recovered. 

There is a final comment in the forecasting section of the 
report on the holidays company: “Continued consolidation and 
improvement of systems have priority to ensure that the in- 
creasingly large number of holidaymakers who travel with us 
continue to receive real value and service for money. This 
should enable an improvement in profitability to be achieved.’ 
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UDT 


NITED DOMINIONS TRUST?’s 1970-71 accounts are 

akin to the different rather than the new car at the motor 
show. From the outside the UDT report looks very much the 
same model as the previous year’s, but inside there are a number 
of new features and refinements. 

The print is bigger and much more assertive for one thing, 
and the report is much more easily read. Improvements intro- 
duced this year include the placing of the analysis of profits by 
divisions immediately below the summary of results on the first 
main page, whereas previously the analysis was included in the 
directors’ report. Balance sheets, group end parent each to a 
single page, are more clearly and concisely presented in 
columnar, net form instead of the previous double-sided gross 
form spread over a double-page opening. 

New to the report this year is a ten-year record and attendant 
statistics. New also is a page analysing treding and turnover in 
terms of the UK (broken down into instament credit, banking 
and industrial divisions) and overseas. The previous list of 
subsidiaries is presented on a ‘family tree basis for both home 
and overseas concerns. 

Altogether, the UDT report in its rew style is a major 
improvement on what was previously quite an adequate opera- 
tion. 


Timber Theft 


N its first year as a subsidiary of Carltor. Industries a loss has 

to be reported by Gardiner Sons & Co the Bristol builders’ 
merchants, joinery and building products group, and the 
auditors’ report is qualified. Thomson McLintock ‘are unable 
to report that the accounts give a true and fair view for the loss 
for the year owing to substantial timber thects in a subsidiary .. 

The auditors refer to Note 6 which states that the loss arising 
from the theft of timber has not been finally quantified but that 
the {90,000 charged against reserves is considered to be the 
minimum amount of the loss based on latest information. 
No credit has been taken for any insurance recovery. The 
write off against the theft is part of £4c1,600 written off re- 
serves to cover, amongst other items, terminal losses on the 
closure of one division (£179,064) and the effect of change on 
bases of accounting (£173, 992). 

Mr C. J. Gardiner admits ‘It is now apparent that following 
the doubling of the group’s sales during the past few years there 
has been a breakdown in certain areas of tae financial recording 
systems of the group, particularly stock and credit control, and 
that there was a lack of adequate provisions in earlier years.’ 


Melbray Group 


T is difficult to think of fiercer qualification to an auditors’ 

report than that of the joint auditors cf two subsidiaries of 
Melbray Group Ltd, the industrial hclding group, whose 
1g70~71 accounts show a deficit of {348,0&1 against a surplus of 
£324,398. Of one subsidiary the joint audicors state that in their 
opinion proper books have not been kept in so far as they 
relate to the prompt recording of liabilities, the physical 
movement of materials, and information on costs of work in 
progress and finished parts valued at £308,788. 

The auditors are unable to say whether this subsidiary’s 
accounts show a true and fair view, and the same inability is 
expressed concerning the accounts of a second subsidiary. 
In that company’s case there are eight special paragraphs of 
qualifications concerning stock control and valuation, a location 
of income and expenditure, inadequate stock-taking instructions, 
realizable value of assets, writing down of plant and in fact 
practically everything. 
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Naturally enough, the group auditors Carnaby, Harrower; 
Barham & Pykett, are unable to form an opinion of the value 
of Melbray’s interests in the two subsidiaries and are unable 
to say whether the group accounts give a true and fair view. 


‘The accounts will be the subject of reprint in this column soon. 


A Major Removal 


RINKERS of good ale Gf they can find it) may not 

recognize Porter-Lancastrian as a name that has anything 
much to do with them, but Porter-Lancastrian Ltd is a company 
producing such items as beer dispensing systems, cellar tanks 
and cooling systems, brewery machinery, and so on. In fact, 
under ‘Principal Activities’ in the latest report the company 
is described as ‘Manufacturers of the famous Porter-Lancastrian. 
beer dispense system’. 

Last year the London works were closed down and pro- 
duction transferred to Bolton during the Bolton holiday shut- 
down. Over 9,000 items of stock had to be removed and 
integrated into the Bolton system, and machine tools dismantled, 
transported and re-erected. Mr T. Porter,’ the chairman, com- 

ments that several of the older machines were either sold or 
scrapped, and ‘the opportunity was taken to review the London 
manufactured products as a result of which certain lines were 
discontinued and certain stock items were written off’. H 

The matter of reviewing the London stock position would 
seem to have been the smallest part of the moving job, but 
financially it was the biggest single item. _ 

A note to the accounts details the ‘Exceptional Expenditure’ 
incurred and amounts written off stock on,the London closure. 

Of the total of {70,295 charged against the year’s workings, 
redundancy and back service payments' to employees took 
£20,684, compensation to a former director £5,000, and removal 
expenses £11,216; but ‘amounts written off stock in the light 
of changed trading operations consequent upon removal to 
Bolton’ totalled £33,395, which is getting on for half the total. 


Stocking Winter Fuel 


T a time when many of us are taking summer holidays, 

the fuel merchants up and down the country are wondering 
what kind of winter it is going to be. They have suffered — if 
that is the word — from a succession of mild winters, and in the 
recently issued report of Coalite and Chemical Products there is 
an engaging account of what.can happen when weather con- 
ditions do not co-operate with the plans that mere man makes 
for them. 

During last summer, demand for solid smokeless fuels 
was high and the volume of gas coke available was decreasing. 
Delay in building new plant to meet the situation caused anxiety 
about winter supplies. 'To avoid a crisis the Government, sup- 
ported by producers and distributors, introduced emergency 
measures. 

Local authorities were allowed to lift the ban on the sale 
and burning of smoky fuel in certain clean air zones; introduc- 
tion of new clean air zones was deferred, and the ban on the 
import of solid smokeless fuel removed. Some gas works due 
to close were kept in operation during the winter. 

But the winter was one of the mildest on record and by the 
middle of last February there was a surplus of solid smokeless 
fuel so that while distributors cleared stocks built up to meet the 
expected crisis, quantities of ‘Coalite’ had to be put into ground 
stock. 

The company’s and the industry’s consolation has to be that 
had they not taken all the precautions, the winter would in all 
probability have proved one of the severest,on record. 
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. «= The Group The Group 
Notes 1970 1969 
To the members of £ £ 
SS : i ge f i 1 & 2. 4,247,215. 1,677,41 
Shipping Industriat Holdings Limited Profit for the year before taxation däi, 7,412 
SE Taxation: AN 
Tax payable ens 3 = 362,147 37,781 
We have examined the annexed balance sheet, consolidated balance sheet and consolidated ede cs equalisarion 15 1,333,060 717,567 
profit and loss account. The accounts of most of the subsidiary companies have been audited . í + 695.207 “695,207 "755,348 
by other firms. Less: Tax equalisation adjustment 15 201,800 — 
. . 1,493,407 ' 755,348 
In our opinion the balance sheet and the consolidated accounts, together with the, notes , SÉ Keeser? SE 
h EES c úA 9 d 1967 ; e , Profit after taxation, of which 
thereon, comply with the Companies Acts 1948 an and give respectively a true and £2,004,721 (£999,573) is dealt with 
fair view of the state of the Company's affairs at 31st December, 1970 and, so far as concerns in the accounts of the parent 2.753.808 922.064 
the members of the Company, and subject to Note 16, a true and fair view of the state of EE . g ve , 
affairs and of the profit of the Group. interest of outside shareholders in 
: profits of subsidiary companies 194,523 13,566 
Profit available for distribution 2,557,235 $68,498 
PEAT, MARWICK, MITCHELL & CO, 
c x Dividen 11 
harcered Accountants eee ` 75p (1.75p) 315,512 145,303 
Get Proposed final 6. 00p (2.75p) ‘688,387 257,045 
11 ironmonger Lane, —— a 
London, E.C.2 1,003,899 402,348 
29th July, 1971 Profit for the year retained 1,555,386 506,150 
NOTES ON THE CONSOLIDATED PROFIT AND LOSS ACCOUNT 
NOTE 1 
Group Turnover and Trading Profit by principal classes of business was as follows:— : 
i Turnover k Profits before tax 
Basis 1970 1969 1970 1969 
, ; £'000 £000 £009 £’000 
Shipbroking:-—U.K. companies Sale and purchase monies and freights 
: and hires received and collected 398,000 473 000 1,268 607 
Overseas Companies Commissions received 1,176 "513 159 37 
Shipowning Gross earnings of vessels d 090 4,980 455 371 
Insurance:-—-Underwriting . Retained premiums 9, 460 591 —i7 
rai agendes Management fees and commissions 10,358 — 664 — 
Brokin Commissions received 3,549 2,246 812 433 
inclusive holidays (Note 16) Charges to customers 20,836 42,501 447 A418 
Travel agencies Commissions received 24 254 —43 —F 
Freight movement Charges to customers 6,876 6,459 85 — #10 
Aviation services Charges to customers — 1,932 — Ié 
Containerships Scandinavia Limited Charges to customers 534 200 —113 ~~ E 
Group services Unrecouped expenditure — — —78 —47 
£4,247 £1,617 
NOTE 2 ; Number Number 
1970.-. £969 £12,501—£15,000 — H 
£. £ £15,001—£17,500 1 ne 
Profits are stated after crediting: £17,501—£20,000 1 i 
Income from investments: Insurance Companies 708,144 — £22,501—£25,000 =. i 
Other: Quoted 12,784 34,428 £25,001—£27,500 1 ` mmens 
Unquoted 38,122 44,036 £32,501—£35,000 1 I 
E fe £35,001—£37,500 — 2 
i 759,050 78,454 £42,501—£45,000 : 1 mem 
A transfer from ae reserves in respect of £55,001—£57,500 2 e 
A interest paid) relating to 120,700 . 104,657 Other United Kingdom Cl een of the Group aE 
interest on short term deposits 702,441” 322,170 EES 
0,001—£12,500 11 9 
and after charging: £10, j 8 
Depreciation of fixed assets 911,077 623,892 Seen S - d 
Less: surplus on sale of ship 89,129 — £17,501—£20,000 ` 3 . P 
£20,001—£22,5 -~ 
830,957 623,872 £22,501—£25,000 4 | 5 i 
Interest paid on: bank loans, overdrafts and other £25,001—-£27,500 ` — t 
loans repayable within 5 years 834,579 386,216 £30,001—£32,500 4 — 
loans repayable after 5 years 291,449 133,106 £40,001—£42,500 1 — 
Hire of plant and equipment 88,458 42,800 £45,001—£47,500 1 n 
Audit fees 63,405 33,04] 
Emoluments of the parent company directors: NOTE 3 
Fees _- 17,083 6,000 1970 1969 
Remuneration and sundry benefits ` , . £ £ 
paid by subsidiaries for executive services 324,723 235,844 Taxation l 
Pension contributions 12,674 2,627 United Kingdom corporation tax payable on the $ 
profit of the year 130,916 13,053 
The Chairman's emoluments were 1,000 3,000 Double tax relief (11,954) (5,924) 
The emeluments of the highest paid director, excluding ’ 
pension contributions, were 56,612 43,070 Ee A er Bn 
Other directors, excluding pension contributions: EE ZS ii ; p 2 S 
umber Number 
Upto £2,500 f 6 5 362,147 37,781 
£2,501 £5, ‘000 14 2 
£5,001-— £7, 500 3 — United Kingdom tax payable has been reduced by the use of accelerated capita! 
£7,501-—£10,000 1 i allowances, against which a transfer to tax equalisation of £1,333,060 has been made 
£10,001 -£12,500 ~— i in the year. 


Fees 2 . 
m o ? i F R 4 ‘ 
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The Group Parent Company The Group Parent Company 
Notes 1976 1969 $970 1969 Notes 1970 1989 1970 1969 
£ £ £ £ £ £ £ £ 
Fixed Assets 4 12,810,032 11,039,949 wë = Financed by: 
Dace? Bank loads und Overdratce Share Capital 12 2,868,279 2,336,774 2,868,279 2,336,774 


secured on fleet 5 8,736,489 6,919,659 me — 
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Capital Reserves 13 8,887,875 2,645,050 9,861,911 3,619,086 
4,073,543 4,120,290 ~— — 
et Assets of Insurance e 
Interest of outside shareholders 
Companies 7 3,477,082 — manam — e Ser 
Investments 8 3,027,158 1,195,393 13,826 16,126 in subsidiaries hace EE Se = 
Current Assets 9 44,803,224 26,286,722 9,593 256,766 Tax Equalisation Account 45 3,01 8,660 1,857,310 KE SÉ 
55,381,008 31,596,405 | 16,507,451 193,477 Loans repayable within 5 years 4,526,206 — — — 
Less: i pik RE 
Current Liabilities 10 38,701,188 24,305,720 1.407,227 268,707 24,187,902 9,366,796 15,100,224 7,575,072 
16,679,820 7,290,685 15,100,224 7,575,072 orem 
Goodwill {1 7,508,082  2,076,/11 
sees fee eae geen Meas J. O. HAMBRO 
24,187,902 9,366,796 15,100,224 7,575,072 Directors 
eg eeng ALEXANDER R. GLEN 
NOTES ON THE BALANCE SHEETS 
NOTE 4 Fleet Freehold Leasehold properties Road Plant and Total 
: properties ` wee transport fleet equipment 
ver Under and motor 
Fixed Assets 50 years 50 years vehicles 
£ É £ £ £ £ € 
Original cost at fst January, 1970 11,087,084 425,079 57,515 124,035 732,083 1,079,363 13,205,159 
Arising on acquisition of subsidiaries —- 231,543 — 47,357 245,232 : 324,686 848,818 
Additions during year : 1,660,176 12,853 1,996 103,541 313,336 203,286 2,295,188 
Disposals (4,074,224) {3,610} — (8,169) (203,736) . (85,404) (1,375,083) 
Adjustments to cost — 814 — 59 {89} (516) 268 
Original cost at 31st December, 1970 11,673,036 366,679 59,511 ~ 266,883 1,086,826 1,521,415 14,974,350 
Accumulated depreciation at 1st January, 1970 2,963,399 9,569 — — 31,215 309,894 365,401 2,779,478 
Arising on acquisition of subsidiaries — 782 — 8,503 122,893 179,366 311,544 
Depreciation for year 568,417 4,786 — 12,779 155,756 169,339 911,077 
Depreciation on disposals (224,365) (360) — (3,382) (102,310) (42,957) (373,374) 
Depreciation adjustments — 50 — ` ; (935) 
Accumulated depreciation at 31st December, 1970 2,407,451 ~ 44,827 —— 49,174 487,269 670,214 3,628,935 
Net book values at 31st December, 1970 9,265,585 351,852 59,511 217,709 599,557 ' 851,201 11,345,415 
Add New ship construction accounts 1,464,617 — — — — oOo 1,464,617 
10,730,202 351,852 59,511 217,709 599,557 851,201 42,810,032 
Net book values at 3/st December, 1969 9,023,685 115,510 57,515 > 92,820 422,189 713,962 10,425,681 
Add New ship construction accounts 614,268 on — _ — — 614,268 
9,637,953 115,510 57,515 92,820 422,189 713,962 11,039,949 


Investment grants totalling £385,956 (1969--£815,734) receivable in respect of expenditure on fixed assets during the year have been deducted from the original cost of fixed assets 
and pig sae aes Geen above. Further Investment grants receivable of £217,831 have been deducted from the balance on new ship construction accounts in respect of payments 
up to December, K 


Provisions for depreciation have been calculated on the net cost of fixed assets after deducting investment grants. 


Further capital expenditure, contracted for but not provided in the accounts, amounts to £25,938,646 of which £25,762,077 is on new ship construction accounts, finance for which 
has been arranged or is to be provided from the Groups’ own resources. 





NOTE 5 NOTE 6 
Loans exceeding 5 years 


a ` p 
Of the loans and overdrafts secured on the fleet, the following loans amounting at i Pans Parent 





3ist December, 1970 to £6,196,583 are repayable in half yearly instalments partly Subsidiary Companies 1970 1969 
after 3ist December, 1975; £ € 
Last Rate of £ Shares at cost or valuation 12,250,096 5,155,319 
instalment interast Loans to subsidiaries and current accounts, 
getregcegeëgeg ooo less provisions > 4,872,441 2,598,747 
RE et 4 per cent. 671,000 basa SE 
arc + per cent. 900,250 i. 
October 1977 54 per cent. 3,033,333 f SEENEN 17,122,537 7,754,066 
October 1978 54 per cent, 1,592,000 Less: Amounts owing to subsidiaries 638,505 183,173 
£6,196,583 £16,484,032 £7,570,893 
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NOTES ON THE BALANCE SHEETS continued 





NOTE 7 
Group 
1970 
Net Assets of Insurance Companies 
Investments, less reserves: Quoted 6,921,680 
Unquoted 4,114,652 
8,036,332 
Freehold property, at cost less amounts written off 96,498 
Debtors 9,179,792 
Bank balances and cash 4,751,312 
Amounts due from Group Companies 375,173 
Interest in subsidiary not consolidated 41,933 
22,481,040 
Less: Creditors 12,452,371 
10,028,669 
Less: Insurance Funds: 
Fire Motor and Miscellaneous 3,580,862 
Marine Aviation and Transit 1,310,739 
Life 1,659,985 
6,551,586 
3,477,083 





(a) The accounts of these companies have been prepared in the manner authorised 
for insurance companies. 


(b) The aggregate market value of investments at 31st December, 1970 exceeded 
the amount at which they have been stated above. ! 


(c} Investments include a mortgage of £200,000 granted to a Group company. This 
amount appears in the Consolidated Balance Sheet in Creditors. The amounts due 
from Group companies are also included in Creditors in the Consolidated Balance 
Sheet. 


(d) The subsidiary not consolidated is the Diligentia Insurance Company, registered 
in Holland, for which it was not practicable to prepare accounts to 31st Decemozer, 
1970. Its results for 1970 are not material to the Shipping Industrial Holdings Group. 


(e) In previous years the assets and liabilities of The Trident Insurance Company 
were consolidated with those of the rest of the Group. Net assets of The Trident 
at 31st December, 1969 amounted to £565,206. 


NOTE 8 
Group Group Parent Parent 
1970 1969 1970 1969 
£ £ £ £ 
Investments 
at cost less amounts 
written off 
Shares quoted in 
United Kingdom 62,513 472,430 Së = 
Market value (79,027) (496,859) oan ia 
Shares quoted outside 
United Kingdom 244,672 £13,082 s one 
Market value (317,732) (137,421) — ER 
Unquoted shares and 
advances to associated 
companies 2,722,973 609,95! 13,826 16,126 
3,027,158 1,195,393 13,826 16,126 








Sa I 


t 


{a) The Directors are of the opinion that the value of unquoted shares and advances 
to associated companies exceeded the amount at which they have been stated above. 


(b) Insurance companies’ investments are shown separately in Note 7. 


NOTE 9 

Group Group Parent Parent 

1970 1969 1970 1969 

Current Assets € £ £ £ 
Stock and work in 
progress 336,076 310,248 — — 
Debtors less provisions 
and payments in advance 35,626,425 21,593,315 638 684 
Short term loans and deposits 3,584,672 1,729,787 — — 
Bank balances and cash 5,148,009 2,533,136 5,300 252,255 
Tax recoverable 108,042 114,236 3,655 3,827 


44,803,224 26,280,722 9,593 256,760 








NOTE 10 


Group Group Parent Parent 
1970 £969 1970 1969 
Current Liabilities £ £ É £ 
Creditors and accruals 33,155,585 18,640,212 18,558 11,662 
Tax payable 448,836 60,742 282 —_ 
Bank overdrafts (£272,753 secured) 4,408,380 5,347,721 700,000 _— 
Provision for final dividend 688,387 257,045 688,387 257,045 
38,701,188 24,305,720 1,407,227 268,707 


———— 














NOTE 11 


Goodwill 


Goodwill arises almost entirely on consolidation, and represents the excess of the 
cost of shares in subsidiary companies acquired over the book value of their net assets 
at the dates of acquisition. The substantial increase in 1970 results mainly from Che" 
acquisition of Landel Trust Limited and its subsidiaries, in return for 2,126,018 
Ordinary Shares which at 27th February, 1970 (the date for final acceptance of the 
offer) had a market value of 327.5p each. 





NOTE 12 


Share Capital and Dividends 
Authorised Share Capital 








Ordinary shares of 25p each (1969 £2,750,000} £3,500,000 
Capital Dividends 

Issued and Fully Paid  C £ 

At 1st january, 1989 : 2,040,755 

Issued on acquisition of new subsidiaries 35,000 

Ranking for interim dividend of 1.7 5p 2,075,755 145,303 

issued as options 1,550 

Issued as rights 259,469 

Ronking for final dividend of 2.75p 2,336,774 257,045 
£2,336,774 £402,348 

At 1st January, 1970 2,336,774 

issued on acquisition of Landel Trust Limited 531,505 

Ranking for interim dividend of 2.75p 2,868,279 315,512 

and final dividend of 6.00p 688,387 

At 31st December, 1970 £2,868,279 £1,003,899 
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NOTE 13 NOTE 16 ` 
Group Parent 
Capital Reserves 1970 1970 The auditors’ report on the accounts of Clarksons Holidays Limited stares: 
Share premium account: £ £ “Vive have examined the above balance sheet and annexed profit and loss account 
At 1st January 2,645,050 2,645,050 which, subject to the following reservations, comply with the Companies Acts, 1948 
Arising on shares issued in the year 6,242,825 6,242,825 and 1967. 
Ace ie in 1964 of 8,887,875 8,887,875 in our opinion records (including computer records) were not properly kept by the 
SÉ Ca EREECHEN _ 974,036 Ccmpany during the year to 31st December, 1970 with regard to revenue and debtors, 
i y pany ? and we have consequently been unable to obtain all the information and explanations 
8.887.875 9.861.911 we required to form an unqualified opinion as to whether or not the balance sheet and 
aia duets accounts give a true and fair view of the state of affairs and of the profit of the Company. 
Since the end of the financial year a corsiderable effort has been made by the Company 
to rectify the records and sufficient progress has been made to indicate that the 
NOTE 14 profit and loss account does not overstate the likely profit of the year and that the 
Group Parent balance sheet fairly states the assets and liabilities of the Company on the assumption 
1979 1970 that there will be sufficient recovery from debtors to cover the amount at which they 
Revenue Reserves £ £ are included in the balance sheet,” 
At 1st January Ee SN 1,619,212 
Surplus on sale of subsidiaries 2 en The deb d Le i 
Utilised by subsidiary (10.000) e debts referred to, less provisions, amount to £1,021,503. 
Transferred to Insurance Funds (175,000) (175,000) 
Transferred to subsidiary’s revenue reserves — (75,000) ' 
Transfer to current year’s profit and loss account 
{Note 2} (126,709) on 
Losses of subsidiary after cessation of trading (37,509) — 
Profit for the year retained 1,555,386 1,000,822 Contingent Liabilities 
At 31st December 3,594,071 2,370,034 At 31st December, 1970 there were contingent liabilities as follows:— 
(a) A guarantee given by the parent company, limited to £470,000 for which security 
is di on behalf of a third party who provides the inclusive holidays division with 
aircraft. 
NOTE 15 : 
ore gi (b) Guarantees, some of which are unlimited in amount, given by the parent company 
Tax Equalisation Account £ £ in respect of liabilities arising in the ncrmal course of business of subsidiaries, including 
At 1st January 1,857,310 1,046,300 guarantees for loans and bank overdrafts of £7,478,928 at 31st December, 1970. 
Provided in the year: 
Based on profit : 1,333,060 717,567 LO A guarantee limited to £1,137,500 given by a subsidiary company on behalf of 
Arising in respect of capital gains credited to an associated company, Seabridge Shipping Limited, in respect of a bank overdraft. 
Revenue Reserves 25,000 83,557 ; 
Adjustment to balance at ist January due to 
‘change in corporation tax rate (210,800) ~~ i tt maaamo 
Relating to new subsidiaries prior to acquisition 5,090 9,886 
3,018,660 1,857,310 NOTE 18 








NOTES ON THE BALANCE SHEETS continued 








The amount set aside for tax equalisation is based on taxation at current rates on the 
excess of capital allowances for tax purposes over depreciation to date calculated 
on the original cost of assets acquired reduced by investment grants receivable. 





























Foreign Currencies 


Fereign currency assets and liabilities have been converted into sterling at the approxi- 
mate rates of exchange ruling at 31st December, 1970. 
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1964 1965 1966 1967 1968 4969 1970 
£°000 £'006 £7000 £'006 £000 £'099 £000 
Net Assets employed 
Fixed Assets at Net Book Value 2,992 1,897 4,183 6,188 7,636 41,040 42,810 
Less Loans and Bank overdrafts secured on Fleet 1,243 278 1,449 3,407 4,141 | 6,920 8,736 
1,749 1,619 2,734 2,781 3,495 | 4120 4,074 
Net Assets of Insurance Companies i 3,477 
Investments 1,594 1,187 1,109 849 891 1,195 3,027 
Current Assets 2,861 6,364 10,786 15,524 21,077 26,281 44,803 
6,204 9,176 14,629 19,154 25,463 37,596 55,381 
Less Current Liabilicies 3,883 6,641 11,844 15,981 21,328 » 24,305 38,701 
3,321 2,529 2,785 3,173 4,135 7,291 
Goodwill 262 753 1,271 1,481 1,627 076 Ee 
2,583 3,282 4,056 4,654 5,762 9,367 24,188 
Financed by 
Share Capital 1,500 1,700 2,020 2,031 2,041 2,337 2,868 
Reserves 472 816 4,887 2,104 2,570 5,064 12,482 
Manibers Pande 1,972 2,516 3,907 4,135 4,611 7,398 15,350 
Minority Interest 461 466 47 105 112 1,293 
Mebenture Stock 150 300 : 
Taxation Equalisation Account 102 497 1,046 1,857 3,019 
Loans repayable within 5 years 4,526 
2,583 3,282 4,056 4,654 5,762 r 9,367 24,188 
Group Profit before Taxation Charges 
and Transfers to Reserves 414 483 504 961 1,368 1,677 4,247 
Group Profit available for Distribution 263 305 450 522 74 908 2.559 
Dividend Cost Note 1 92 109 209 304 319 402 1,004 
Profit cover for Dividend Note 2 2.86 2.81 2.15 1.72 2.33 2.26 2.35 
Earnings per Share Notes 2 and 3 4,28p 4.37p 5.56p 6.28p 8,.89p 10.67p 20.55p 


Notes: 


keem 


GROUP RECORD 


1. For 1964 and 1965 Dividend Cost is net of Income Tax. 

2. Earnings per Share for 1969 and earlier years have been adjusted to take account of the effect on the share price of the Rights Issue in 1969, and have been calculated on the 
_ basis of the Shares in issue at the end of each year. ‘ 

3. The calculations for 1970 have been based on profits before adjustment of the Tax Equalisation Account. 


WENNER 
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City Notes 


MERICAN action on the dollar having demonstrated the 
lack of solidarity or co-operation among politicians charged 
with the business of international currency balance, the debate 
goes on as to whether this week’s developments have meant 
progress or not. That there is such a debate means in all prob- 
ability that reaction to the American action still has some way to 
o. 

The Charterhouse Group, for example, insists that whatever 
has happened immediately, there will in due time be a higher 
official price for gold. Some economists maintain that currencies 
have already been restructured, others that restructuring has 
only just begun, others still that governments will grasp the 
opportunity for greater international currency co-operation, 
and even others who insist that since governments have not 
grasped the present opportunity they never will. 

So far as stock-markets are concerned, the possibility of lower 
interest rates in the United States has stiffened the gilt-edged 
market in London and the strength of Wall Street has un- 
doubtedly saved the London equity market from what could 
well have been a nasty fall. 

Traditionally, in moments or periods of stress, the Loncon 
equity market holds steady but whether the market has held 
steady by tradition or by reason of investment incomprehens:on 
is difficult to judge. The tradition, of course, is really that when 
things go temporarily wrong it is invariably good sense to do 
nothing in the stock-market. 

He * KN * 


HE tendency for big-scale take-over battles to be won 
through buying in the stock-market, rather than through the 
quality of bids, has put a decided premium on the Take-over 
Panel’s rules on dealings during the bidding period. During 
the Bovril and Truman affairs the Panel was moved to announce 
that it was satisfied that all parties concerned knew the rules and 
knew what was meant by ‘associates’. 
Inevitably, this announcement led to an assumption that 
some of the dealing sailing had been close hauled, although 


there was no evidence at all on which such an assumption could 
be based. Since Sterling Guarantee’s take-over of Gamage 
through the market rather than through a bid, there has been 
this change of take-over emphasis and it is an emphasis that is 
likely to last. 

At which point it may be timely to acknowledge the decision 
of Rowntree Mackintosh to acknowledge defeat rather than 
go for victory with what they considered would have been an 
uneconomic bid. 

E X x Ké 


NOTHER poor month for unit trusts ~ July’s net investment 

inflow was only {4-3 million ~ suggests that little butter is 
being spread on the bread of sales of units which comes through 
unit-linked life assurance. Apart from specialist trusts — gold 
and commodity shares for example — few managements seem 
currently to consider old-style advertising sales campaigns 
worth the money. It is the old trouble of unit trusts not being 
able to sell units without being able to point to a strong growth 
record in the immediate past. Few can do that now. 


¥ $ $ * 


EEPING ahead of the Companies Act, the London Stock 

Exchange is tightening its requirements concerning in- 
formation on contracts in which directors have a significant 
interest. A ‘material’ contract is now judged as one in which the 
director’s interest amounts to more than 1 per cent of the com- 
pany’s turnover or I per cent of net assets in the case of a capital 
transaction. 

Material interests, the Stock Stoen insists, extend to a 
director’s spouse, infant children and their discretionary trusts. 
Furthermore, a contract with a subsidiary needs to be treated in 
the same way as a contract with the company. 

On or after January Ist, 1972, all new issue prospectuses will 
have to comply with the new Stock Exchange requirement and 
it will apply to all presently quoted companies in their financial 
years beginning on January Ist or after. 


RATES AND PRICES 


Closing prices, Monday, August 23rd, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44%; 
2$% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 9, 1967 .. .. 64% Feb. 27, 1969 _ ... .. 3% 
Nov. 18, 1967 .. os 8% Mar. 5, 1970 d ,, 4% 
Mar. 21, 1968 .. .. 7% ` April 15, 1970 .. -7% 
Sept. 19, 1968 4% April 1, 1971 Ne Wi 5% 


Finance House Base Rate — August Ist, 1971. 64% 


Treasury Bills 
June 18 .. L56070% July 23 £55633% 
June 25 , £55917% Jay ae Žž .. .» £55642% 
July 2 ». £5°5925% Aug. 6 gé .. £56301% 
July 9 Sé .. £55700% Aug 13 .. .. £5°7252% 
July 16 »» £5°5396% Aug. 20 £58283% 
Money Rates 
Day to day .. e 3-48 % Bank Bills 
7 days d ,, «44-58% 2 months .. 54-64% 
Fine Trade Bills 3 months .. SF 64% 
3 months .. DÄ ht, 4 months .. 5S¢ 64% 
4 months .. 64—74% 6 months .. 5-6% 
6 months .. 64-72% 


Foreign Exchanges 


New York 2'4480 Frankfurt 8:3905 
Montreal 2°4483 Milan 1508-50 
Amsterdam .. 8-s1g0 Oslo 17°0650 
Brussels I19'57 Paris 13'405 
Copenhagen .. 18-1030 Ziirich 9°7795 
Gilt-edged 

Consols 4% gé .. 43% Funding 64% 85-87 .. 86% 
Consols 24% ote .. 27 Savings 3% 65—75 |. 90 
Conversion 34% .. .. 40 Treasury 9% 1994 .. 100} 
Conversion 54% 1974 .. 97% Treasury 64% 1976 .. 98% 
Conversion 6% 1972 .. 100% Treasury 33% 77-80 .. Bot 
Funding 33% 99-04 .. 463 Treasury 34% 79-81 .. 78 
Funding 4% 60-90 .. 98k Treasury 5% 86-89 .. yof 
Funding 54% 78-80 .. 89% Treasury 5$% 08-12 .. 62$ 
Funding 54% 82-84 .. 84} Treasury 24% .. ,, 284 
Funding 52% 87-91 .. 75% Victory 4% ie .. OFF 
Funding 6% 1993 .. 72$ War Loan 34% .. -. 39 
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Student 


Roundabout 


EFFECTIVE BUSINESS SYSTEMS 


We understand that there are still a few 
vacancies for the Oxford residential 
course on ‘Effective business systems’ 
which is to be held by the London 
Chartered Accountant Students’ Society 
from Thursday to Sunday, September 
23rd to 26th. 

Details were published in ‘Roundabout’ 
on July 22nd, but readers might like 
to be reminded that this year the course 
will be concerned with the design and 
implementation of business information 
systems, including the provision of 
effective control procedures, and will 
be closely related to the requirements of 
the ‘management letter’ sent to clients 
at the end of the audit. 

The emphasis will be on the identifi- 
cation of the information requirements of 
companies at various management levels 
and the design of systems which supply 
accurate, timely, complete, concise and 
relevant information irrespective of 
whether this involves manual, mechan- 
ical or electronic devices. The benefit of 
consulting with the auditor at the de- 
velopment stages of an information and 
control system and the design of the 
internal control will also be discussed. 

The Society is fortunate in having 
obtained the services of NCR to provide 
the lectures and to co-ordinate the course, 
which will be aimed at students in their 
later stages of articles. 


This time the Committee has decided ` 


that the course should be open to 
members of all student societies and to 
students of other accountancy bodies. 
The fee for the course is {17°50 which 
includes transport to and from Oxford. 

Those who wish to attend are asked to 
contact immediately the Secretary of the 
Society at 43 London Wall, London 
EC2. ‘Telephone o1-628 4527. 


MANAGEMENT ACCOUNTANCY 


AT EXETER 


ExeTER CASS are holding two one-day 
seminars on management accountancy at 
Exeter University on September 8th and 
22nd, commencing at 10.30 a.m. Al- 
though designed for Final Part II 


students, the seminars are also open to 
members of the Society at earlier stages of 
study. The seminars will be conducted by 
Mr P. R. A. Kirkman, F.C.C.A., A.C.LS., 
A.M.B.I.M., lecturer in charge of account- 
ancy studies, University of Exeter, and 
the cost is 75p for each or {1-25 for both. 
Menibers wishing to attend are asked to 
advise immediately, Peter Cliff, c/o 
Francis Clark & Co, 23 Devon Square, 
Newton Abbot. 
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BIRMINGHAM CONFERENCE 


Tue Joint Standing Committee on 
Degree Studies and the Accountancy 
Profession is holding a three-day con- 
ference at Ridge Hall, University of 
Birmingham, from September 3rd to 5th, 
when the discussion paper, ‘A policy for 
education and training’ (The Accountant, 
August 12th), will be considered. 


The conference will provide a necessary 
forum to examine such matters as the 
standard of student education and train- 
ing, and the standard of training before 
admission to the Institute. In addition, 
the conference is expected to look into 
the usefulness of correspondence courses 
and whether or not there should be 
greater emphasis on full-time block, 
release study. 


No doubt the conference will assist in 
the objective that there should be greater 
co-operation between moderators, ex- 
aminers, and those Pre aponsibi; for study 
courses. 


Education and Training 
Findings of Indian Institute’s Special Committee 


THE planning of a new system for the 
education and training of accountancy 
students is at present receiving much 
attention in the United Kingdom, and 
it is interesting to learn that it is also 
the subject of forward planning on the 
part of The Institute of Chartered 
Accountants of India. 

A special committee on education and 
training set up by the Indian Institute 


in September 1968 have recently pub-. 


lished their report which makes various 
recommendations for ensuring the ade- 
quate training of chartered accountants 
to face the new challenges and problems 
of the future. During their deliberations 
the Committee gathered the views and 
opinions of a wide cross-section of 
members and students and of others in- 
terested in the efficient functioning of the 
profession, such as company executives, 
educationists, and government officials. 
In their assessment of future require- 
ments the Committee emphasize the 
necessity for accountants to look at a 
client’s business as a whole and provide 
‘total services’. They believe the concept 
of ‘total services’ will involve increasing 
co-operation and co-ordination with other 
representative bodies of accountants both 
in India and abroad, and with members 
of other professions and disciplines. 
Looking to the nature of the emerging 
functions, which they feel call for a 
greater knowledge in depth in ‘more 
sophisticated areas’, the Committee state 


that qualification for entry into the pro- 
fession has necessarily to be higher in 
the future than it is today, and they 
recommend that the minimum entry 
requirement should be a degree of a 
recognized university. It is also suggested 


that an entrance examination might be 


held by the Institute, although the 
present scheme of an Intermediate and a 
Final examination would continue in 
addition to the entrance test. 

On the question of the provision of 
industrial training on a compulsory 
basis, the Committee state that con- 
ditions in India are not yet ripe for this, 
either for a part of the total period of 
training or as a complete substitute for 
training under articles. They add that 
the present system of leaving it to the 
option of the student to take a part of his 
training with an industrial unit is satis- 
factory. Principals are" urged not to 
stand in the way of their articled clerks 
who might wish to opt for a period of 
industrial training. 

The Committee also recommend the 
setting up of academies at various 
centres where students would be required 
to undergo a period of training for three 
months. 

The report has been unanimously 
adopted by the Council of the Indian 


Institute, subject to a few minor modi- 


fications, and the process of imple- 
menting the recommendations has ‘been’ 
started, but is likely to take some time. 
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Sale and Leaseback 


A one-day seminar at the Europa Hotel, 
London, on September 24th, entitled 


“Making property. assets. perform for the 


company’, includes an appraisal of sale 
and leaseback. Since the Austin’ Reed 
case (The Accountant, June 24th) and 
subsequent announcements by Mr 
Patrick Jenkin, M.P., Financial Secretary 
to the Treasury, ‘concerning tax changes 
(The Accountant, August 12th), -un- 
certainties have been created over the 
sale and leaseback arrangements that have 
been so widespread during the past few 
years.-It is pertinent, therefore, that 
Investment and Property Studies, the 
organizers of the seminar, should have 
arranged for Mr D. J. N. Tschaikowsky, 
F.C.A., adviser to the Austin Reed Group, 
to speak on ‘Sale and leaseback — the 
likely direction of legislation’. 

Although this very topical subject 
will be the focus of debate at the seminar, 
other speakers will discuss alternative 


ways in which companies can make more: 


efficient use of assets within their 
property portfolios. For example, Mr 
Mark A. Weinberg, B.COM., LL.M., man- 
aging director, Hambro Life Assurance, 
will speak on “Alternatives in the use of 
company property, including sale and 
leaseback, and ‘their advantages and 


| disadvantages i in long-term strategy’. 


Fee for the seminar is £27, which 
includes cocktails and lunch, and appli- 
cations to attend should be made to 
Investment & Property Studies Ltd, 
1-9 Hills Place, London Wi. 


Management 


_A wide variety of courses in various 


aspects of executive development is 


. Offered during the forthcoming season 


by P-E Consulting Group at their man- 
agement training centre at Egham, 
Surrey. Amongst those of particular 


interest to the profession are “Statistics 
` for management’, from November ist to 
from 


5th; ‘Productivity in the office’, 
November 17th to roth; and ‘Apprecia- 
tion of O. & M.’ from December 13th to 
17th. The second and third of these 


- 


lecturers is 


courses will also be repeated subsequently ` 


in 1972. 
Fees (non-residential) are Zoo for the 


three-day course and fos for the week.- 
information and application ` 
forms may be obtained from P-E Con-. 
- sulting Group Ltd, Wick Road, Egham, 


Further 


Surrey, telephone 01-389 4411. . 


Taxation , 
Under the direction of Mr Stanton 


Marcus, F.C.A., a non-residential course’ 


on ‘Modern company taxation’ will be held 
by Financial Techniques, atthe Connaught 
Rooms, Great Queen Street, London, on 
September 6th-7th. The course will be 
repeated residentially at the Royal Bath 
Hotel, Bournemouth, on September 
roth-1 Ith. 

Fees for residential courses are £65 
and non-residential, £55. Full details 
may be obtained from the registration 
secretary, Financial Techniques Ltd, 
PO Box 3, Woking, Surrey. 


Management Development and 
Systems Training _ 


A new series of residential courses on 
management development and systems 


training is being held at Elvetham Hall, 
Hartley Wintney, Hampshire, by Peat, 
Marwick, Mitchell & Co, Management 
Consultants, of London. Duration of 
courses varies from one week to four weeks, 
and. subjects to be studied are: financial 
management, production management, 


electronic data processing, organization 


and mesnods, and systems analysis and 
design. 

‘The first course of the series, from 
July ob to, 23rd, dealt with ‘Organi- 
zation and methods’ (to be repeated 
from November 14th to 26th). No courses 
have been held during August, but from 
September 5th to roth a week will be 

spent studying ‘Production management’; 
this course will be repeated from Decem- 
ber 12th to 17th. 

Classroom teaching by fully: qualified 
reinforced by syndicate 
projects, dnd note-taking is reduced to a 
minimum by the provision of detailed 


per week, 
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hand-outs forming useful manuals for- 


- subsequent reference. 


` Previous knowledge of subjects may 


be assumed, according to the type of 
" course. For example, the electronic data 


processing courses are intended for 
executives who require an appreciation 
of computers and computer systems, and 
no prior knowledge is necessary. How- 
ever, candidates for the four weeks’ 
systems analysis and design course must 
have a basic understanding of computers, 


‘gained either through a computer ap- 


preciation course or by having worked 
with computer personnel. 

Fees are based on a charge of £100 
inclusive of meals, accom- 
modation, tuition, course manual, and 
material. Full details may be obtained 
from the Training Department, Peat, 
Marwick, Mitchell & Co; Management 
Consultants, Austral House, Basinghall 
Avenue, London ECa2. 


Electronic Data Processing 


A three-day computer appreciation course . 
is to be presented by Clark, Johnston on 
September 13th to 15th at the Kenilworth 
Hotel, London WC1, and should be of 
particular ` interest to accountants and 
executives who are planning to install a 
computer, or alternatively are con- 
sidering bureau services, ` Accountants 
will also be assisted to face the problem 
of evaluating the increasing map yeanens 
of computer usage. 

Those attending the course will be 


required to write a small. COBOL 


program, which will then be run on a 


 . computer, and there will also be a 


session on ‘On-line terminals’ which will 
illustrate the facilities available and 
relevant costs, and the categories of 
companies that would benefit particularly 
from this.type of machine. 

Bee for the-course is £65, including 
course notes, meals, refreshments, data 
preparation ‘and computer time. Ap- 
plications should be made to Miss Sue 
Newson, Clark, Johnston Ltd, 199- 


' 201 Marylebone Road, London NW. 


Finance 
‘Financing the company’ is the title of 
a two-day, non-residential course to be 
held on September 15th-16th at the 
Connaught Rooms, Great Queen Street, 
London. Topics to be discussed will 
include ‘The capital structure’, intro- 


' duced by Mr Peter Lawson, B.COM., 


F.c.A.; ‘Choosing a suitable structure’, 
by Mr Ralph Winniatt-Husey, A.C.A., 
and ‘Long-term finance’, by Mr Kenneth 
Dibben, B.COM., F.C.A. 
Fee for the course is £55 and full: 
details may be obtained from the regis- 
tration secretary, Financial Techniques 


Ltd, P.O. Box 3, Woking, Surrey. 





August 26th, 1971 


t 


Organization and Methods 


Basic and advanced organization and 
methods courses will be held residentially 
at Whately Hall Hotel, Banbury, Oxford- 
shire, by The Institute of Office Man- 
agement towards the end of this year 
and early next year. The first basic 
course commences on October 24th 
and will be of two weeks’ duration until 
November 5th, and this will be repeated 
from November 28th-December roth, 
and again in February and May next 
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year. Only one advanced course will be 
held ~ also of two weeks’ duration — 
from January 9th~zist. 

Subjects covered by the basic courses 
include conduct of an assignment, critical 
path analysis, work measurement and 
office machines. Organizational structures 
and relationships are common to basic 
and advanced courses although naturally 
on different levels; similarly, with sessions 
on computers and electronic data pro- 
cessing. The advanced courses also 
cover accounting with emphasis on 
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standard and marginal costing; other 
sessions being devoted to management 
information, business planning and sys- 


tems integration. 


Fee for a basic course is £200 (£230 
for non-members) and for the advanced 
course {225 (£250 for non-members). 
These fees include tuition, textbooks, 
accommodation (apart from week-ends) 
and gratuities; full details may be ob- 
tained from the Courses Department, 
The Institute of Ofice Management, 205 
High Street, Beckenham, Kent BR3 1BA 





Notes 


and 
Notices 





PROFESSIONAL NOTICES 


Harmoop BANNER & Co (Liverpool 
firm) and Kemp & BEGGS, announce 
that . with effect from September Ist 
their practices will be associated with 
one another. Mr M. L. KEMP, F.c.a., 
will become a partner in Harmoop 
BANNER & Co. Messrs H. C. Mounsey, 
F.C.A.. H W. FRANKLIN, F.C.A., and 
W. H. BUCKLEY, A.c.a., will become 
partners in Kemp & Dpocs Both prac- 
tices will be carried on from the existing 
premises of HARMOOD BANNER & Co, at 
Richmond House, 1 Rumford Place, 
Liverpool L3 op. From the same date 
Mr R. J. ELLISON, F.c.A., is admitted to 
partnership in Harmoop Banner & Co. 


HILL, VELLAcoTT & BarLey, Chartered 
Accountants, of Fisherwick Buildings, g 
Upper Queen Street, Belfast BT1 6FH, 
announce that Mr Brian REBBECK, M.A., 
A.C.A., Was admitted to the partnership 
on July ist, 1971. 

Mr ARTHUR KERNON, F.C.A., announces 
that with effect from August 16th, 1971, 
he is carrying on his practice under 
the name SCHOFIELD KERNON & Co, 16 
John Street, London WCIN 2DL, and 
the practice GEOFFREY SCHOFIELD & Co, 
105—109 Strand, London WC2R Dt 
will cease with effect from August 31st, 


1971. 


Mr J. G. RUDDOCK, F.C.A., announces 
that the Worcester practice of PARKER, 
Epwarps & Co will in future be known 
as Epwarps, Ruppock & Co. Messrs 
CECIL EDWARDS and A. HODKINSON will 
be consultants to the practice. 


FRYER WHITEHALL & Co and their 
associated firms, M. M. STERN & Co and 
K. Davin GrirritHs & Co, announce 
that their practices in Cheltenham will be 
carried on from Carrick House, Lypiatt 
Road, Cheltenham, from September 6th. 


APPOINTMENTS 


Mr J. A. Baxter, F.c.A., has been ap- 
pointed a director and financial manager 
of Noyes Bros Pty Ltd, Australia, a 
subsidiary of Hawker Siddeley Electric 
Lid. Mr Baxter was previously secretary 
of Hawker Siddeley Electric and will be 
succeeded by Mr R. 5S. Waterman, 
A.C.A,, who joined Hawker Siddeley in 
1970 from Harmood Banner & Co. 
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Mr C. B. Thompson, a.c.c.a., has 


become group chief accountant of Bristol- 
Myers. 

Mr P. G. Comley, a.c.c.a., has been 
appointed director, Western Region, 
of the Univac Division of Sperry Rand. 

Mr A. E. Cullis, r.c.a., comptroller of 


the Decca Record Co, has been appointed 
a director of the company. 


Mr R. C. King, a.c.c.a., has been 
appointed secretary of Bourne Steel. 


Mr. H. G. Mutkin, M.A., F.c-A., has 
been appointed director, corporate re- 


the British Steel 


organization, of 
Corporation 


Mr W. E. Nakpodia, A.C.C.A., has been 
appointed senior accountant with the 
Ibru Group of Companies, Nigeria. 


Mr R. W. Nickalls, F.c.a., financial 
director of Task Developments, has 
become managing director of the 
company. OI 

Mr J. S. Thomas, F.c.a., has become 
director of the group services division of 
Lombard North Central Management. 


Mr J. I. A. Foleng, F.c.c.a., has been 
decorated by the President of the 
Federal Republic of Cameroon with the 
Merite Camerounais in recognition of 
his meritorious service to the State. 


Retirement 


Mr W. Glynn Williams, F.c.a., finance 
officer of the University of Liverpool, 
retires at the end of the present session. 
He joined the university as an assistant 
in the Accountant’s Department in 1932, 
becoming assistant finance officer in 1941 
and deputy finance officer in 1956. As 
finance officer since 1961, the University 
states that ‘he has given service of the 
highest order in a rapidly growing 
university’. | 


INLAND REVENUE 
CHIEF VALUER 


The Board of Inland Revenue have 
announced that Mr W. A. Hobbs, 
C.B.E., F.R.1.C.S., Deputy Chief Valuer, is 
to become Chief Valuer in succession to 
Sir Douglas Iggulden, Cap, D.S.0., T.D., 
F.R.1.C.S., who is retiring from the public 
service on December 31st. | 

Mr Hobbs served as District Valuer, 
Maidstone, and as Superintending Valuer 
in Manchester and Birmingham before 
coming to London as an Assistant Chief 
Valuer in 1958. He was appointed 
Deputy Chief Valuer in 1966. 
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- SUCCESS FOR DATAPOST 


Datapost, the Post Office’s guaranteed 
overnight delivery service introduced in 
March 1970, is proving so successful that 
the target growth figure — already revised 
once — has been passed again. 

When the new service started the Post 
Office expected it to earn £175,000 in the 
first year. Soon afterwards, because of 
public response, it revised this estimate 
upwards, to £225,000. 

This had almost been achieved when 
the postal strike interrupted services in 
January. But this proved to be only a 
temporary setback and, in June, Datapost 
was extended to the USA. 

More than 350 customers now have 
Datapost contracts, for a total of more 
than 3,000 services a week. These are 
provided at negotiated rates and are used 
mainly for carrying important documents. 

Datapost’s biggest customer so far, 
Eagle Star Insurance Group, said re- 
cently that they had found it invaluable, 
and were considering increased use of the 
service. 


EQUIPMENT LEASING 
ASSOCIATION 


Thirteen major equipment leasing com- 
panies holding leased assets with an 
aggregate original cash value in excess of 
£200 million have formed the Equipment 
Leasing Association with the object of 
being represented in negotiation with 
Government departments and other 
authorities, and for the promotion of the 
trade itself. The ELA is already engaged 
in preparing memoranda on a number of 
` topics such as corporation tax, value 
added tax and consumer credit, which will 
be submitted to the appropriate author- 
ities, 

Nine persons elected by members of 
the Association to represent them com- 
prise the management committee, and 
two working sub-committees have been 
set up for the purpose of investigating 
taxation and legal matters. The first 
chairman of the Association and of the 
management committee is Mr Graham 
Truswell, managing director, Mercantile 
Leasing Co Ltd, and the vice-chairman 
is Mr F. V. Shapland, managing director, 
Hamilton Leasing Ltd, both of whom 
will hold office for a period of two years. 


NATIONAL SAVINGS 
DESK BOOK 


Investing in National Savings is the title 
of a new booklet published for investment 
advisers by the Department for National 
Savings, and it is anticipated that the 
publication will be annually revised. 
There are nine sections, dealing with 
all types of public savings, the largest 
being devoted to national savings certifi- 
cates and giving tables of growth rates, 
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yields and values of each issue. Trustee 
Savings Banks zre the subject of another 
section, and in a third there is a list of the 
Government stocks which may be bought 
on the National Savings Stock Register, 
although it should be realized that this is 
subject to variation from time to time as 
securities are repaid or new securities are 
included. 

Copies of the booklet may be obtained, 
free of charge, from the Chief Public 
Relations Officer, Department of National 
Savings, Blythe Road, London W44 18B. 


ICWA WEEK-END AT YORK 


A case study of “Growth by merger’ will 
be one of the subjects of The Institute of 
Cost and Works Accountants’ week-end 
school at York University from Septem- 
ber 17th to roth. Other subjects will 
include ‘Coping with change’ and ‘How 
organization renewal works’. 

In addition to Dr J. M. S. Risk, 
B.COM., C.A., F.C.W.A., J.DIP.M.A., F.C.LS., 
President of the Institute, the speakers 
will include Mr E. R. Izod, A.I.B., and 
Mr C. N. Villiers, B.A., A.C.A., both of 
Industrial Mergers Ltd, and Mr R. 
Bainbridge, M.C., B.COM., principal 
lecturer in management studies at Leeds 
Polytechnic. ‘The fee for the week-end, 
inclusive of accommodation and meals, is 
£12, and applications should be addressed 
to Mr J. D A. Robertson, 3 Lowfield 
Drive, Haxby, York, telephone York 


53071 (ext. 514). 


CREDIT AND THE COMMON 
MARKET 


This year’s autumn conference of the 
Institute of Credit Management will be 
devoted to the topical subject of “Credit 
and the Common Market’ at the Royal 
Garden Hotel, London, on Monday, 
October 18th. Mr K. R. Cork, Sea, the 
President of the Institute, will introduce 
the principal guest, Mr Anthony Grant, 
M.P., Parliamentary Under-Secretary to 
the Department of Trade and Industry, 
who will address the conference on “The 
Common Market — why we need it’. 
Later in the day, Mr Richard Body, 
M.P., will speak on “The Common 
Market — its disadvantages’. 

Mr W. 8S. Adams, F.I.C.M., F.LEX., 
credit manager, Mullard Ltd, will deal 
with ‘British credit management and the 
Common Market’, and Mr Alexander 
Milton, of Barclays Bank, will speak on 
‘UK banking developments and the 
EEC’. Guest speakers from ovefseas will 
give an insight into trade protection in 
Europe, and the problems of European 
credit control. 

Fee for the conference will be (ro to 
include coffee, luncheon and tea, and if 
accommodation is required at the Royal 
Garden Hotel this may be obtained at 
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preferential rates. Applications to attend 
should be made to the Secretary, 
Institute of Credit Management, 3 
Berners Street, London Wr. 


Credit Managers’ Salaries 


As financing and liquidity problems in 
recent years have heightened the em- 
phasis on efficient credit management, 
it has been decided to extend the 
periodic Reed Executive Accountants’ 
Salary Survey to include credit manage- 
ment staff in future. 

The last comprehensive survey of 
salaries of credit control staff was carried 
out in 1969 by the Institute of Credit 
Management, but that survey was con- 
fined to members of the Institute. A 
salary median was then indicated of 
£2,000 p.a., but the results of a review 
by Reeds in June of this year showed that 
the current salary median is in excess of 
£2,500, albeit with a smaller overall 
sample, including only the ‘senior credit 
control specialist’ in each company 
surveyed. 

There is, as always, a tendency to pay 
more in the Greater London area, but 
there are no significant variations outside 
the home counties, which is unusual in 
the light of other finance staff patterns. 
Another unusual fact is that there seems 
hardly any salary. escalation with age; 
the determinant factors are the ‘rate for 
the job’, turnover, and volume and value 
of live customer accounts. 


CUTTING COSTS OF 
BUSINESS TRAVEL 


A new system to assist the professional 
businessman in reducing the costs of 
travelling expenditure has been devised 
by Executive Club Enterprises. 

Stated to be of particular value to 
accountants for company or personal use, 
the Executive Club offers free hotel 
accommodation in up to 200 carefully 
selected hotels throughout the UK and 
Ireland. Members pay only for table 
d’hote meals — the room accommodation 
is free. The savings made can be 
over 50 per cent off the hotel’s normal 
charges. 

Membership costs £5 per annum and 
members are issued with a wallet 
containing their membership card, with 
sections for hotel brochures and club 
cheques. A typical saving claimed by the 
club indicates that a hotel usually 
charging {5-72 for full board is available 
for only {2-53 to members. Normally, 
there is no minimum stay provision: 
members can stay for a single night or 
for as long as they wish. 

Plans are in an advanced stage to 
offer international facilities for members 
by the end of the year, while additional 
facilities include free membership to a 
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number of night-clubs, and discounts on 
health clubs, restaurants, and on AA 
membership and Avis car hire. 

Further details are available from 
Executive Club Enterprises, Freeman 
House, 13-14 Chapel Street, London 
NW1. 


SOUTH-WEST ESSEX 
CHARTERED ACCOUNTANTS 


The opening meeting in the 1971-72 
programme of the South-West Essex 
Group of Chartered Accountants is to 
be held on Wednesday, October 6th, 
when the subject will be “The Budget 
White Paper on the reform of personal 
taxation’. 

On Wednesday, November 3rd, mem- 
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‘bers will have the opportunity of hearing 


an expert speaker on “The Industrial 
Relations Bill’, and on Thursday, Decem- 
ber 2nd, the subject will be ‘Value Added 
Tax’. 

Arrangements to date for the New 
Year programme are as follows: 


Tuesday, January ith: ‘Elements of 
property valuation — leases and free- 
holds’. 


Thursday, February 3rd: “The Revenue 
meets the chartered accountant’ — a 
joint meeting with HM District In- 
spectors of Taxes. 


Wednesday, March 8th: ‘Receiverships 
(individuals and companies) and liquida- 
tions’. 


Tuesday, April rith: “The Budget and 
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Wednesday, May 3rd: Annual general 
meeting and chairman’s topic. 

All meetings will! start at 6.45 p.m. 
preceded by supper at 6.15 p.m., and will 
again be held at Nan’s Pantry, 772 
Eastern Avenue, Newbury Park, Ilford. 
The proceedings normally finish at about 
9 p.m. in order to allow time afterwards 
for members to discuss any practical 
problems and seek each other’s views. 


SCOTTISH STUDENTS 


In the table ‘Membership of Accountancy 
Bodies’ which appeared in our issue of 
July 1st, we regret that the figure given 
for new students of the Scottish In- 
stitute during 1970 was incorrect. The 
number of indentures registered in 1970 


current problems’. 










was 339, and not 243 as stated. 
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Compiled by KENNETH TRICKETT, F.C.A. 


Example: 


ki 
CEDE 


Th dw 
ti Wd Db 
20H47 
OSAR 
Carn 


VWXYZ 


In a ‘Playfair code-square, the letters of the key-word, in which no 
letter recurs, precede the rest of the alphabet in order; I does duty for 
I and J. ‘To encode a word, split it into pairs of letters thus: PR EF ER. 
If letters of a pair occur in same rank in square, use letters to right of 
each (for last letter of rank use first letter); if in same column, use 
letters below each (for bottom letter of column use top letter); otherwise 
treat them as limits of diagonals of a rectangle and use limits of opposite 
diagonals (PR=IJA, not AI, which=RP). Result: IA SG GB. Then 
join into one word IASGGB. Answers to four clues in italics are to 
appear in diagram in code, according to a code-square with a key-word 
which has to be discovered. Most of their letters in their éncoded 
forms can be found from interlocking words. Comparison of these with 
their letters in their normal forms yields some code equations, .from 


CLUES DOWN | 
which the code-square used is to be deducec. 


. Credit mark (4). 

. Result of vote cut evenly (4). ; 
. An appointment in the north, perhaps, correct to the present time (6). 
. Lost, often after going twice (4). 

. Defence is an unsafe pleasure (4). l 

. Formal warning to vacate, possibly (6). | 

. Took effect under one arrangement (6). ` 

. £500 seen on a typewriter (6). 

. Surrendered old agreement overdrawn? (7). 

- Double round a London district to multiply by ten (7). 

. He’s after 100,000 rupees, causing undue delay (6). ` 

. Sort of crossing classification (7). 


CLUES ACROSS 


I 
2 
3 
4 

1. Representing a corresponding process (€). d 

7. Established partnership (4). - 8 
to. Packet of coins said to resemble nothing on principle (7). f o 
11. Figures arranged vertically in newspapez feature (6). 14 
12. Stock exchange profit revolution (4). I5 
13. Partly under a tendency to relieve from local levy (6). e 
16. Assert without proof a projection in sound (6). 18 


19. Obliteration of name defect, perhaps (10). 20. Notice about shipping company straightened up (6). 

22. The goldfield unit of currency (4). 21. An indication of how many letters, perhaps (7). 

23. Wayward son missed the bus in commercial practice (8, 7). 24. Encloses lots of shares (6). 

24. Hired to cause data to be entered into a computer (4). 25. Bailing out the cargo (6). = ` 
26. Applying oneself to writing directions for delivery (10), 26. Somewhere near a customary course (6). 

28. Editorial director (6) l 27. Unit of value in Africa (6). i 

29. Thoroughly unprofessional expenditure (6). `. 30. Branch operation employing a regressive part (4). 

34. Money the company has in (4). 31. One enters since giving discount on foreign bills (4). 

35. Donate to raise yield (4, 2). 32. Printer’s removal sign in code letters (4), 

36. Having no effect in sound (7) 33. Society has large sum to be paid immediately (4). 


37- Notice to subscribe (4). 


38. Disapprove for a purpose (6). The solution will be published next week: 


- 312 


A 


THE 


ACCOUNTANT | 





August SEN 1971 


Certified Accountants’ Examination. Results 
June 1971 — eee IV and V 


SECTION IV 


_ First Place and Prize: Wilson, B., Dundee 
. Second Place: Pillinger, E., Hemel Hemp stead ` 


Third Place: Brown, D. E., Southend-on-Sea: Davies, oe West Bromwich 


Under the transitional provisions of the new syllabus, the first 77 candidates named below have now successfully completed the 


professional examination: 


Adeboye, M. A., Walsall 
Adesina, SG. O., London N4 
Agunsoye, G. E., London E17 
Agyen- Frempong, B., Glasgow 
. Akinlolu, I. O , London SW18 
Alcock, M. J., High Wycombe 


Ambrose, P., ‘Leeds 
here . K., New Malden 
Asare, M.A _, London SW4 


Baharuddin, M. S., Petaling Jaya 
Barrass, K. A Works op 
Barton, R., Wakefield 

Brown, L Fernhill Heath 
Burnett, R., York 


Campbell, Je SE h 

Chin, Miss V Be e W3 
Clark, M., dun" 

Cotterill, R. » Birmingham 
Craig, J. H. Cardiff 


_ Danzey, R. H., Woodford Green 
Diejomaoh, J. AS London SW11 
Dods, J., Edinburgh 


Ejegi, P. S., Leeds ` 


Gosling, G. H., Derby 
Graham, Miss D. P., Hornchurch 


Hainsworth, P., Gravesend 
Haynes, M. A., ‘London SW16 
Hee B., Huddersfield 
Hirst, , Huddersfield 
SEH R. , Callington 

Hui, W W.K. , Hong Kong 
‘Hwang, H. P. , Singapore 


Jansz, B., London E17 
Jones, D. C., Worcester 
Jones, K. R., , London SW7 


Knowles, J., Wordsley. 
` Kowe, J. A., London SW18 


- Ladenika, P. O., London GE: 
Lawson, B., Seveno 

Luck, C., Hi gh Barnet 

Lythe, G. A., [London SW 14 


McCarthy, B. J., Swansea 


McInerney, Miss M.B., London ge 


Marr, J., Oldham ` 
Mohd-Daruis, Z., Leeds 
Momoh, J. O., Birmingham 
Morris, M., Llanelli 


Nottingham, 3 , Knaresborough 
Nwach 
Q’ iets D. T Dublin 
O'Connor, Miss M. M., Hull 

Ojukwu, A. O., London N17 
Oredein, A. O., Hove 


Palmer, M., Birmingham 
Pearce, E., Leigh-on-Sea 
Pearce, M., London SE9g 
Phillips, P. D., Reading 
Porter, A. G. , Scunthorpe 


Rice, T., Ardee 
Riding, S. , Liverpool 


Samson, J., London N2o 
Shah, K. C., London Err 
Sharland, R., Hitchin 
Sillis, M. T, Enfield 
Smith, D. R., Leeds : 
Soon, T. K., London NW 1 
Springford, N., Lasswade 
Stevens, P., London E17 
Storey, K. York 


: Venugopal, B 


’ Newcastle upon Tyne 


Strevens, C. F., pemahan 


Tan, H. H., Kuala Lumpur 
Tapp, D., Barnehurst . 


ng 
Turnbull, R. Edinburgh 
~ Ilford 


Wilson, A. K., Ashford 


Abedi, B. A., London Err 
Abidogun, A. A., London N7 
Abrahart, G. E., Bramhall 
Achiampong, A. A., Birmingham 
Adams, D. H., Greenford l 
Adeleye, T. O., London SW2 
Adenaike, A. B., Lagos 

Adetuyi, K., Lagos 

Adewuyi, J. A., London SW17 
Affleck, J., Lancaster 

Afzali, M., London EC2 
Ahadzie, B. M., Tema 

Ahang, M., London EC2 
Ahmed, H M., Ilford 

Ahmed, T., London W4 

Aiken, R. H., London SW4 
Aina, H., Edinburgh ` ` 

Ajayi, A. O., Lagos 

Ajibulu, Miss R. M., London Nx 


- Ajuwon, d Norwich 


Akin, H. V., London Err 
Akoshile, P. A. London Nx 
Akpan, S. E., London N vi 
Alapafuja, CA Leeds 

Alcock, P., Oxford 

Allen, R., Ilkeston ` 

Allen, R., Harlow 

Allsop, Miss E., High Wycombe 
Aluko, O. R., London SW 17 


- Ambler, D. W., Halifax 


Amoako-Attah, D., London SW17 


- Amoo, K.O. , Čroyd on 


Anderson, CN W., Hardgate - 
Antram, R. C., Watford 

Antwi, I. K., London SW 17 
Arjune, E., Ilford 

Arman, M. M., Wembley 
Aroyewun, M. A., Bradford 
Arueyingho, G. A., Brentford ` 
Aryef, 5., London W2 

Ashley, D., Swansea: 

Ashley, R., ' Chester : 
Ashton, M. A., Barrow in Furness 
Asiamah, K., London SEs 
Asple, D: Fe; Wexford 


Attwood, Miss R. M., London SWig. 


Atwell, E., London W133 

Au, T: S., Hong Kong 

Ault, D., Corby 

Aviet, B. W., London NW6 
Awiah, T. B., London NW2 
Ayandare, G. A., Birmingham 
Aynsley-Smith, R., Sutton ` 
Azari, Miss 5., London NW: 


Babbs, J., Maldon 

Bader-Clynes, D. J., Kingston Hill 
Bahal, V. K. Birmingham: 

Bailey, J., Manchester 

Bain G., ‘New Malden 

Baitup, R., London NW8.- 

Baker, M., ' Hazlemere 

Baker, R., St Ives 

Bakir, A. B., London W1 

Ball, J. B., Leicester 


Ball, Miss S. C., Wakefield’ 


Banfield, D London NW3 `, 
Banks, K., Sawbridgeworth 


` Barber, CG D., Cheadle 


Barnard, P. H , Cromer 


Barnett, L. , London Nu 
Barton, G. Slough 

Barton, M., Manchester 
Bass, Miss S, London SW18 
Batt, J. B., AyEesbury 
Batten, D. W W.. Upminster 
Beattie, W. J., Montrose . 
Beer, Gë ; Salistury i 
Beeton, Ac. Brentford 

Bell, Miss J., Workington 
Bellingham, J. Bearsden 
Bennett, C. J., Market Drayton 
Bennett, P., Lcndon SE: 
Berger, A. M. , Coventry 
Bernard, Miss T., Leeds 
Best, B., GuildZord 

Bhaloo, M., Lendon NW9 
Bhatt, R. T., Dar-es-Salaam 


` Bhatti, E., Glasgow W2 


Bilal, M. M., Khartoum 
Billings, D. W. Christchurch ~ 
Birch, C. H., Prestwich 

Birch, Miss J., Dudley 

Birchall, À., Pimner 

Bishop, T. C. E heshunt : 
Blackman, W. E. Barbados 


` Blake, M. D., Eristol 


Blakemore, C., Walsall 
Bloxham, W.E , Wokingham - 
Bobb, A. E , Glasgow 
Bonfield, G., Brentwood 
Bonnett, A. ER London SW16 


~ 


Bonzoe, L. K., London SW12 | 


Boulby, K. A., Stevenage 
Bowditch, B., Maidenhead 
Bowhill, K., Berkhamsted 
Boylan, J. P., Chorley 
Brace, B. , Lougaton 
Bradley, K.E. ., London N3. 
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Bradley, M. T., Hornchurch 


Bramwell, R., London SW2 
Brander, D., Newcastle upon Tyne 
Bray, I., Stowmarket 
Breakwell, G. Ho Sevenoaks 
Brennan, T. J., Xitwe 
Bridges, R., Penn 

Brimah, T. P. , Wednesbury 
Britton, W., Edinburgh r 
Brixey, C., Verwood 
Broadley, P., Buzy 

Broom, P. , Orpington 
Broomfield, M..., Skegness 


` Brown, D. E., Southend-on-Sea Ca 


Brown, G. O., , Jemaica 


Brown, M., Orpington 
Brown, R. A., Regby 
Budd, F., Horncaurch 


Budden, F. A., Farrow 


Buggs, A. E., Nocfolk 
Bundy, A., Hayes 

Burbage, W., Rickmansworth 
Burden, E. _Annslong ~ 


i Burford, D. N., Worthing 


Burnett, P., Creve 

Burrage, i R. EE 
Busby, if ., Paisley 

Butler, R., Nottingham 


Cade, J. M., Wal-on-on~Thames 
Caffrey, P., DubLn 

Callen, G. V. , Peterborough 
Camilleri, E., "Malta G.C. 
Campbell, J. M. , Harrogate 


Campbell, Mrs N., London SW19 ` 


Cantle, R. N., Heniton 
Canwell, R. F., Gt Yarmouth 
Cardew, E., Loncon W8 
Carey, D., Milnthorpe 


KEN 


Carry, J. M., London Ws 
Carson, R. J., Romford 
Carswell, D. T. ., Portadown 
Casey, A. J., Garston 
Casey, P. T- Swindon - 


. Casserly, C. G., Dublin. 


Caunter, B. J., Croy don 
Chadwick, C., Guion Coldfield 
Chadwick, W.G. , Burnley 
Chambers, M., London N13 
Chan, C. Y., Singapore 


"Chan, G. K., London EC2 


Chan, W. J., "Hong Kong 
Chang, D. M., Trinidad 
Chapman, R., Luton 
Chappell, R., Ilford 

Cheddie, R. M., London N4 
Chenery, RE Dartford: 
Cheney, N So Peterborough 
Cheung, H. K. , Hong Kong 
Cheung, T. S. Hong Kong 


Cheung; W. C: , Hong Kong 


Cheung, W. K., Hong Kong 
Chin, P. Y. , Fishguard 
Ching, y. K., Birmingham 
Chiu, K. Y., London N3 
Christofi, E., Nicosia ` ` 
Christopher, J., Mountain Ash 
Chrysostom, Miss W., Leeds 
Chu, B. M., Hong Kong 
Church, P., Bootle 
Church, W., Luanshya 
Ciechan, R., Hford 
Clark, Miss K., Blackpool 
Clark, L.C., Chalfont: St Giles 
Clark, Miss M. J., Hounslow 
Clark, S. V., London SWr1 


, Clarke, J., Sheffield 


., Newton Abbot 
Clarke, P. Z , Bebington 
Clarke. R., Bexley 


_ Clarke, R., Liverpool 


Clarke, T., London E8 

Clement; re Cramlington 
Clough, R. C., Hemel Hempstead 
Cocker, À., Kendal 

Coffey, T., "London Nr2 

Coker, Miss C., London SErs5 
Cole, A. , Birmingham : 

Coleman, B. D., Paignton 
Collins, M., Maidstone 
Commissiong, C. R., Trinidad 


Connell, J. D London SE19 
Connolly, J. A. ‘Tunbridge Wells 
Conroy, A. J., Stockport i 


Constantinou, I., London N4 
Cooper, D., Luton 

Cooper, D. E. , Ipswich 
Cooper, H. S., ' London Nr4 . 
Core, J. N. , Peterborough 
Corrigan, P. W , Canterbury ` 
Couchman, P. M. , Bromley 
Coulson, J., Hford 


` Coulson, T., Gravesend ` 


Coverdale, E., Romford 
Cowie, G., Aberdeen 
Cowling, G. H., Caterham 
Cox, A. J., Hitchin 

Cox, P. J dr Botley 

Cragg, N . J., Coventry 
Craig, W. G., Tamworth 
Croker, C., Boreham Wood 
Cross, T., Ramsey 

Cubbin, C.N , Birmingham 


Cullen, M. Teddington : 


Culliford, K. , Birmingham ` 
Culverhouse, P., Kingsthorpe 
Cumber, M. J., London ioe 


Daljit, K. C., London SEs d 


Darko, D. S., London N5 
Dartnell, M. Brighton si 
Davda, B. G., West Bromwich — 
Davey, R. M. , Birmingham 
Davies, D. T., Swansea 


` Davies, I. West Bromwich 


Davies, Ga Halesowen 
Davies, R., "Burton-on-Trent 
Davies, R. O., London SW11x 
Daw, Mrs K. , Nottingham 8 
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Dawodu, Miss Y. O., London SW4 
Day, Mrs E. J., Northampton 
De Silva, G. R., London SW17 
Deacon, P., Ilford 

Dean, P., London NW9 

Dear, Mrs J. E., London SE24 
Deas, E., Edinburgh i 
Deasy, T. J., Dublin 

Decker, C. P., Burgess Hill 
Delano, K. A., London Wr 
Dempsey, B., Glenrothes 
Dennett, G. M., Portchester 
Dennison, A., Didcot 

Deo, K., London SW12 

Desai, R., London SW17 
Desveaux, J. S., Nollamara 
Devitt, P., Erith 

Dewey, å., Cambridge 
Dickson, P., East Molesey 
Din, A., Wembley 

Dixon, R., Dukinfield 

Dodds, I. M., Grimsby 
Doherty, D. F., Northolt 
Donohue, T. S., Lichfield 
Drain, G., Reading 

Driver, Miss E. A., March 
Duce, A., Leeds 

Duffy, T., London SEg 

_ Dwyer, J. P., Dublin 


Early, H. B., Sutton 
Eccieshall, L. M., Telford 
Edmanson, B., Leeds 

Egerton, Miss M., Wolverhampton 
Ekechuku, S. M., Birmingham 
Ekejiuba, R. S., London N5 
Elasad, I. M., London E11 
Elhadi, G. M., Khartoum 
Ellard, B. J., Welling 

Elliott, M. J., Wolverhampton 
Elton, N. I., Southport 
Emeagwali, C. O., Coventry 
Eneogwe, M., London SW2 
English, W. J., Chelmsford 
Ephanga, F. M., Leeds 

Esho, G. O., London SW 17 
Esmail, S. M., Whitley Bay 
Evans, J. E., Maidstone 

Eyles, V. J., Farnborough 


Fajuke, O. O., Lagos 
Faldon, M. W., Coventry 
Farmer, P. B., London SE23 
Farrow, A., London SW 14 
Faseyiku, A., Leeds 

Feakin, P., Bromley 
Feldman, R., London Ee 
Ferguson, Miss, L. M., Beverley 
Fergusson, J., Chelmsford 
Fisher, D. E., Caistor 
Fitzsimmons, G., Wembley 
Flagg, K., Edinburgh 
Fleming, A., Leeds 
Fleming, D., Bearsden 
Flint, R., Uckfield 

Foale, S. J., Radlett 

Foley, J. C., Killorglin 
Folson, J]. H., London Wr2 
Foo, F. R., London W6 
Foster, C., Grantham 
Foulsham, M. J., London SE27 
Frame, C. R., Colchester 
Francis, J., London E18 
Franks, R. M., Bridgnorth 
Fraser, J., Dundee 

Frayne, M., Banbury 
French, L. G., Glasgow 
Fulton, J., Stirling 

Fulton, W., Nottingham 


Gaffney, M. R., Toronto 
Galvin, D., Dun Laoghaire 
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Garden, A. S., Balmedie 
Gardiner, P., Warley 
Gardner, C., Woodford Green 
Garfath, R., Reading 

Gaut, C., Petworth 

Gellatly, W., Dundee 


George, R. H., Hemingford Abbots 


Georgiou, A., London N8 
Gibb, P., Aberdeen 

Gibson, J., Wallsend 

Giddings, R. E., Waltham Cross 
Gilbert, C. T., Leeds 

Gilmore, R., Blackwater 
Gleaves, J. C., Stockport 
Glenn, R. M., Carlton 

Glennie, M., Gloucester 

Goh, K. T., Singapore 
Goodarzi, M., Leeds 
Goodhand, R., Hull 

Goodrick, G. V., Hull 

Graff, D., London Ex 

Graham, J., London SE27 
Grant, A. D., Edinburgh 
Grant, D. K., Guildford 

Grant, J., Leeds 

Gray, D., Stevenage 

Gray, L., Newcastle upon Tyne 
Greatorex, M. J., Bushey Heath ` 
Green, M. C., Wendover 
Green, P., London Go 

Green, P. K., Tadcaster 

Green, R. J., Birmingham 
Grehan, B., Shankill 

Griffith, B., Barbados 

Griffiths, D. B., Mold 

Grimes, C. B., Tonbridge 
Grover, G. M., London E12 


Habib, T. B., Lagos 
Hadavi, I., London SW17 


“Hadaway, E. R., Salisbury ` 


Hadjinicolaou, N., Nicosia 
Hadley, C., Wolverhampton 
Haines, B. L., Brighton 
Hajiroussos, å., Nicosia 
Halm, J. K., London NW 10 
Hamilton, H. E., London W11 
Han, T. K., Leeds 

Hanley, D. R., Rochdale 
Hanmer, D., Sutton 

Hanson, J., Altrincham 
Harding, F. E., Slough 
Hardy, J. G., London SW 19 
Hargreaves, Mrs E., Croydon 
Harmer, A., Ruislip 

Harnick, A. M., Birmingham 
Harp, GI. Leigh-on-Sea 
Harriman, K. A., Leicester 
Harris, D., Watford 

Harris, E A., London N8 
Harris, G. C., Dublin 
Hassan, A. A., New Malden 
Hau, W. L., Hong Kong 
Hayes, D. A., Huddersfield 
Hayward, D., London SW16 
Heaven, J. S., Sidcup 

Hedd, Miss M., London N8 
Hemraj, G., London SW6 
Heng Thye Meng, D., Singapore 
Hepworth, Miss P., Bradford 
Herbert, R. W., Sheffield 
Hergest, C., Aberdare 
Hewitt, R., Norwich 
Hewlett, J., Swindon 
Hibbert, E. A., London SW r6 
Hibbin, S., Heston 

Hibbins, R. B., Nuneaton 
Hicksoo, R., London W14 
Higgins, M., Leeds 

Hill, A. J., Holmer Green 
Ho, K. C., Hong Kong 

Ha, S. C., Hong Kong 


Ho, Miss W. S., Romford 
Hobson, C., Colchester 
Hodge, G., Exmouth 
Hollingshead, C. M., Surbiton 
Holmes, D., South Molton 
Holten, A., Hayes 

Homer, O., London NW6 
Hooper, D., Wolverhampton 
Hope, M., London W4 
Horne, R., York 

Horner, F., Boroughbridge 
Hough, J., Sutton 

Houiihan, J, S., London NW 11 
Hovey, J. M., London SEg 
Howard, J. F., Dublin 
Howell, A. P., Ipswich 
Hughes, L., Bromborough 
Hull, J. A., Watford 

Hunt, J. G., Crewe 

Hunt, R. A., Ashford 

Hunter, J., Erith 

Husain, M. Y., Petaling Jaya 
Hussain, Mrs I., London Stro 
Hussey, P., Bude 

Hutchin, C., Ndola 
Huthersall, R., Rugeley 
Hutton, A. D., Reading 
Hutton, G. B., Braintree 
Hyde, Miss G., London SW 12 


Ilsley, I., Burnham 
Ince, J., Colchester 
Iverson, H., Worcester Park 


Jabcro, J. A., Leeds 

Jackson, P., Newcastle upon Tyne 
Jacques, R. J., Bedworth 

Jamal, N. A., London N16 
Jameson, G., Chester 

Jarvis, A., Loughton 

Jebutu, 5. A., London E13 
Jenkins, G. E., Burry Port 
Jennings, T. F., Birmingham 
Jim, F. K., Hong Kong 
Jimmie-Artivor, D., London N3 
Jinnah, S., London SW20 
Johnson, A. M., Lerwick 
Johnson, C. R., Maidstone 
Johnson, D., Croydon 

Johnson, Miss D. C., Leeds 
Johnson, G. T., Aylesbury 
Johnson, O., London NS 
Johnson, R. D., Staines 
Johnston, E., London Ne 
Johnston, I., Norwich 

Jones, A., Stockport 

Jones, A. S., Sittingbourne 
Jones, E., Swansea 

Jones, Mrs E. E., Loughborough 
Jones, J. A., Swansea 

Jones, J. M., Ystrad Meurig 
Jones, M., Edinburgh 

Jones, M. D., Canvey Island 
Jones, P., Cardiff 

Jones, P., London SW17 

Jones, W. O., Bristol 
Joseph-Hall, L. A., London SW6 
Joyce, A. A., Dublin 
Julian, D., Billericay 


Kam, Y. C., Hong Kong 
Kashonda, M. A., London SW 
Kaupa, |. B., London We 
Kemp, M., Norwich 
Kennedy, Miss B. 
Thames 
Kent, J. S., London SW2 
Kerry, Mrs M. A., Stokesley 
Kerwood, Miss A., Slough 
Kesi, E., London SW 16 
Kesse, K., Wednesbury 


L., Walton-on- 
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Key, B., Twickenham 

Khaku, A. T., London W13 
Khalaatbaree, Mrs F., London SW7 
Khalid, R., London Ero 

Kheir, M. M., Leeds 

King, D. F., London NW7 
King, Mrs M. R., Peterborough 
Kingham, R., Uxbridge 
Kinsella, L. J., Dublin 

Kirk, D., Rugby 

Kirkham, A. T., London N22 
Kirkham, D., Accrington 
Kirkham, M. J., Cleethorpes 
Kitchin, T., Hull 

Knight, G. J., London SES 
Komolafe, M. O., Lagos 

Kotas, D, P., Old Windsor 
Kukoyi, G., Lagos 

Kuyoro, M, O., London Wo 
Kwong, P. T., Hong Kong 


' Lachowycz, V. G., Brandon 


Lai, D. S., Surbiton 


Larwood, D, R., Leigh-on-Sea 
Laryea, G: W., London SWrx 
Lau, P. L., Hong Kong 
Lavelle, J., Harlow 
Leatherland, J., Sheffield 
Lee, J. C., Manchester 

Lee, O. K., Kuala Lumpur 
Lee, 5. N.. Hong Kong 
Leese, D. M., Congleton 
Leighton, B., London N3 
Lenihan, M. C., Limerick 
Leong, C. K., Singapore 
Leonidou, M., London SW8 
Letch, M, B., Barnet 

Leung, K. N., Hong Kong 
Leung, Y. W., Hong Kong 
Lewis, C., London SW 19 

Li Wan Po, J. T., Mauritius 
Lim, H. L., London W3 
Lindsey, I. P., Pinner 
Lipman, H., Harrow 

Little, R. F., Ashford 

Little, R. O., London Wo 
Lo, P. K., London W2 
Lockhart, R. F., Harrow 
Loft, W., Hull 

Loney, K. Maidstone 
Louca, A., London NW2 
Lovejoy, S., Purley 

Lowe, F. B., Ormskirk 
Lowe, R. E., Banbury 
Lowes, J., Seascale 

Lowry, Miss M., Leeds 
Luckin, R., Chelmsford 

Lui, Y. L., Hong Kong 

Lyn, A. W., London SW16 
Lynch, A. E., London NW 10 
Lynch, R., Wolverhampton 


Macarthur, J: B., Cardiff 
Macey, I. T., Bristol 
Macfarlane, D., Carlisle 
Machallekides, J. S., Reading 
Maclaughlin, H., Luton 
Macmillan, G., London SWi0 
Macnish, A., Gouroc ` 
Mainwaring, S. B., Rhondda 
Malone, J., London SW: 
Mandavia, J., London We 
Mangesho, E. K., London Wr 
Mann, R., Kirkcaldy 
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Maratos, M. C., Manchester 

` March, $. W. , Plymouth l 
Maricar, H. M., Kuala Lumpur 
Marlowe, R., Aldershot 

Martin, P. F, Coventry 

Martin, R., Castleford 
Massarella, A. P., Scunthorpe 
“Masters, D., Norwich 
Matthews, J. R., Swansea 
Mattimoe, P. J., Sligo 

Maunders, K., Hull 

May, M., Hayes 

Mayo, R., Dagenham 

Mbomi, F.C. , Birmingham 
McCallum, K Glasgow 
McCandlish, W. J., eo cece. 
McConachie, E Welwyn Garden City, 
McGregor, J., Aberdeen 
McGuinness, G., London rz 
McKenna, C. J., Caterham 
McKeown, H., London Ws - 
McMullan, M., Sutton Coldfield 
McShane, D., Maidstone 
Medani, M. O., London SW7 
Medekong, O. I, Newcastle upon 


© Tyne l 

Mensah, A., Leeds 

Merali; B. H., London E17 
E F., Billericay ° 
Michaelides, G., London N11 
Michel, C. G; Redditch 
Middleton, W., SES 
Milbourn, J., 

Miles, M., EE 

Miles, N. Wolverhampton 
Miller, A., York - 
Miller, D., Cardiff 

Minas, C. , Northampton 
Mitchell, D. , Birmingham 
Mitchell, W. A. Belfast 
Moffat, D., Manchester 
Mohammad, H. B., London SW17 
Molloy, B. J; Sale 
Moncaster, D. F., Croydon 
Monk, K., Hertford 
Moodley, D. K., London SEA 
Moore, J. L. , Accrington 
Moore, P. D. Dublin 

Moosa, A. A., London N16 
Morgan, J. E., Sevenoaks 
Morley, J., Harrogate 

Morris, P, CG. Twickenham: 


Moron, W. i Darvel 

Moy, D, Nelson ` , 
Msonthi, G. C., London SW17 
Muazu, H., London SWr7 . 
Mulcahy, om Shefheld : 
Munro, J.; Hamilton 
_Muraszko, J., London W13 
“Murphy, G. A , Dublin 
Murphy, Miss M. , Wembley 
Murphy, P. B., Cork 

Murphy, T., London EC3 ` 
Musyimi, F. N., Leeds 
Myers, C. L., Leeds 


Nadin, M. D., London Eó 

Naiwo, A. O., London SE27 

Nakhshab, B., London EC2 - 

Nasser, G. F., London SW17 ` 

Natalwala, K. C., London N2 

Nawbatt, J. S., London SW 12 

‘Naylor, G. W., Lowestoft 

Neves, P., Sheffield 

Neville, B. J., Harrogate 

Newell, M. Walsall 

Newton, J. D., York 

Ng Voon Fong, N. T., Surbiton 

Ngah, R. B., Petaling j aya : 
gu, P. M. London Nig 

N icholls, M. C., Bexley 


. Pearse, 
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Noone, H. E., Dublin 

Norrish, K., London W4 
Northam, J., Exeter- 

Nussey, P, G., Doncaster 
Nuttgens, B. E , Billericay - 
Nwangoro, S., London W3 
Nwankwo, U. S., London SE22 


O’Brien, O. R. e 
QO’ Connell, P. J. -; Dublin 
0’ Connor, W. A., Limerick 
O'Hea, M. V., Neath S 
O’ Mahony, D. J., Dublin 
O'Riordan, M., Upminster 
Odugbesan F. I., London SWi2 
Ogali, U. A., London SW18 
‘Ogbeide, J. A. Walsall 
Ope E Oxford 
Ogbuehi, A. U. , Birmingham 
gugua, H A., London Wio 
Ogungbe, I. À., London SWọ 
Ogunlokun, E. M., London SEx 
Okine, P. F. , Windsor 
Okoli, O. CG. Walsall 
Okorefe, F. E., Birmingham 
Okuanyionu, S. O., London SE23 
Okuyelu, A. O., Birmingham 


‘Okwusogu, P. À., London SW4 
-Olabisi, P. O. , London Na 
Olabowale, A. O., London GES 


Oliver, G., Chelmsford 
Oliver, J. A. , Tonbridge ` 


~~ Oliver, R. A. , Chessington 


Omo-Kivie, G., London SW8 
Onafalujo, London N16 
Onanuga, J., Surulere 

Onikan, M. E., London Wọ 
Onojaife, T. I., Luton 

Oreilly, R. J., London NW6 
Osakuni, J. O., London SE4 
Oshadogan, C., London SW19 
Osinoiki, S. K., London SEx3 
Owen, C., Bexl xley 

Owen, S. R., London W2 S 
Owoeye, I. À., London SW17 
Owoseni, J. A., London Ero - 
Oyebanji, O., Wednesbury 
Oyedeji, A. O., Birmingham 


Paish, M. E., Winchcombe 


Palmer, A. Kidderminster 


Palmer, B. ' Plymouth 
Palmer, H ER Haverfordwest 
Papadopouies, S., Nicosia 
Pardoe, M., Worcester ` 
Parker, A. W., Stevenage 
Parker, S., Merstham 
Parkinson, N. J., Pinner 
Patani, R. D., London N3 


. Patel, S. S., London NWI 


Paterson, D N., Havant 
Payne, K. C., Corby 

Payne, 5. K., Solihull S 

D. B., Saffron Walden - 
Pemberton, H. K., Derby 


- Persaud, C. R., Burton-on-Trent 


Peters, D. f., Haslemere 


- Peters, E., London NW6 


Peters, J., London Nr 
Phillips, R., Grenada 
Phillips, W. C., Hyde 


_ Pickering, Mrs C., York 


Pickford, J. S., Worcester 
Pilgrim, B. M., Seven Kings 
Pillay, H. I., London SW6 
Pillinger, E., Hemel Hempstead ` 
Pitan, Miss B. A., London SW2 
Plange, J.¥ „Accra.“ 

Plummer, R., Cheshùnt 
Plunkett, P. if ., Maynooth 
Pordage, P. E., London SWro 


_ Potter, H. E., Bristol 


- Said, M. H., 


Preston, N., Preston 
Price, J. Sheffield ` 
Price, M., Harrow 
Pring, J., Rugby "` 
Prior, A. E., Ashford 
Pryde, J., London WC1 


_ Purcell, R. P., Dublin 


Rainbow, R., Birminghami 


„Raine, N., Christchurch 


Rainsbury; Mrs P. E. one 
Raja, E. N., Harrow 

Ramani, G. , Slough 
Ratnarajah, P. A., London Su 
Rawa, F. O., London NW2 
Rayment, E. G., Stowmarket 
Reah, D., Wallsend 

Rebello, A. J., Leicester 
Redwood, J. D, London NOS 
Reed, R. E Torquay 

Reid, C., Basildon 

Reid, R., ' Hounslow 


Rettie, X F., Aberdeen 


Rhodes, R. J., Bradford 
Richards, C. Swansea 
Richardson, Miss.P. I., Leeds 
Richmond, A. , Birmingham , 
Ridge, R. J, , Morden 
Roberts, C., Cheadle Hulme 
Roberts, F. S. , Llanelly 
Robertson, A. ER Hayes 
Robertson, M. E., Ballindalloch 
Robinson, C. C., Southport 
Robinson, D., St Albans . 
Robinson, G., Glasgow 
Robinson, M., Hull 


Robinson, M, G: , Peterborough 


Rolfe, T. F., Hanworth 

Rolle, W. L; Leeds 

Rome, G. E., Wisbech 

Roseff, R.M., Coventry. 
Ross, D., Newcastle upon Tyne 
Rothwell, J., Bolton 

Rothwell, S., Stockport , 
Rowland, J. W., Sheffield. . 
Rowland, W. R. , Thingwall 
Roy, B. E Së Edinburgh í 
Russeli, B. W., Glasgow 8 
Ryan, G.I. , Birmingham 
Ryan, Ta Bristol 


Malta G. c. 
Salam, A A. Romford- 
Salter, 5 Swindon 
Samani, P. , London Ery 
Sami, E., Rainham 

San, §. C., Hong Kong . 
Sarson, P., Derby 


, Saunders, M. A "Huddersfield 
. Saward, G. , Wolverhampton- 


Scanlon, B., Walsall, 
Scarlett, M., Nerwich 
Schofield, R. , Uxbridge 
Schranz, V., Malta G. C. 
Scott, B., Aberdeen. i 


Scott, I. J., Walsall 


Sear, P. T., London SE26 
Sears, R. E., London SW6 
Seaton, G. A., Sutton 

Seeley, D., Great Yarmouth: ` 
Seet, K. H., London SWs S 
Sellar, J. York, 

Senior, À., Ilkley 

Seymour, B. “Camberley: 


. Shah, Miss A., London NW11° 
Shah, B.J., London NW6 


Shah, M., London NWrr 
Shah, P. M., Thornton Heath’ ` 
Shah, S., London NW11 
Shanley, G., Dalkeith: 

Sharafi, S., London NW3 

Shaw, D., Newcastle upon Tyne 


E Smith, W. H. 
, Smithie, I. R., Bletehley 
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Sheenhan, M. J:, Ashford 


- Sheffield, S. R., Windsor 


Sheinman, S., Luton 
pape ch Leeds 
‘Sheppard, B. , Birmingham 
Sheriff, P? , Ipswich 
Sherratt, P. R , Halstead. 
Sherwin, M., Bradford 
Shipp, D. T., Benfleet 


. Shivraj, P. P., Glasgow 
- Shu, K. Y. 


, Hong Kong 
Simiyu, F., Belfast 
Simpson, H. G., Solihull . 


‘Siu, D. M.: , Hong Kong 


Skinner, L., ' Harrow 

Smart, P., Blairgowrie 
Smith, A. V., London Sbas 
Smith, B., Harrow 

Smith, C. EE 


Smith, J. R., Barry 


Smith, J. R., Stanmore 


'  ° Smith, K. E, London SW2 


Smith, M. G. , Wolverhampton 
Smith, P., Bristol 

Smith, R. E London Sr? 

, Birmingham 


Sokenu, H. O., London SW17 
Solomon, J., London NA 
Sonola, GO. Wednesbury 


’ Soon, Miss K: K., London E8 ` 
. Soong, W. K, , Kuala Lumpur 


Southall, A. T. , Birmingham 
Sowande, Q. O., London- SE26". 
Sowden, F. L., Richmond ` 


Spafford, D. W. , Rugby 


Sparks, D., Maidenhead 
Speight, R., Coventry 

Speirs, N., Hamilton 

Spence, Miss S. J., London SWr 
Spillane, M., Dublin 

Spriggs, P. „Birmingham 


Spurgeon, R., Hastings 
Staines, CG. London SE24 
Stamp, P., Hull 


Stephens, D.V. , Chelmsford 
Stevens, G., Sapcote 


Stewart, A., Cholsey . 


Stewart, d Ludlow 


g Stimson, T, , Peterborough 


Stoddart, W. , Wednesbury 
Stokes, J. M., Walsall 
Stone, A. London W7 
Stones, K. J., London N17 
Storry, J. R., Greenford 
Strachan, G., Aberdeen 
Stubbs, P., Norwich 
Subramaniam. S., SS Lumpur 
Sullivan, J. V., Dublin 
Sutcliffe, S.J., Tenby 
Sykes, M., Hull 


Tahir, M.S, Petaling J aya 


Taiwo, P.'A., Lagos 

an, Ñ. Ya London Wit 
Tanna, J ., London SW2o0 
Taylor, D., Kenilworth 
Tejan, R. B., London SW17 
Telling, L., Ilford 
Teo, J. K., Singapore 
Thakerar, M., Jinja 
Thomas, A. A. , Lagos 
Thomas, J., Edinburgh f 
Thomas, J. A., London E17 
Thomas, J-C., ` Deeside 
Thomas, K. J., Bilston 


- Thomas, R. , Croydon: 


Thompson, W. J., Petersham 
Thomson, J; Edinburgh 
‘Thomson, M , Glasgow , 
Thomson, R. M., Aberdeén 
Thorpe, DA. Huddersfield 
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Tickle, W. T., Wallasey 
Tiller, P. J., London Ws 

~ Tilley, J. H., London N16 
Tomlin, D., Cheltenham ` ` 
Tomlins, P., Gerrards Cross 
Tong, S. L., Hong Kong 
Townsend, D., Dublin 
Trigg, J., Camberley 

_ Trigwell, J., West Wickham 
True, J. B., Oxford . 
‘Tuedor, Miss E. O., London Na 
Turnbull, D. R., Glasgow 
Turner, G. W., Bradford 
Turner, J. A., Hull 
Twinberrow, M., Dudley 
Tyler, B. M., Hertford 
Tyler, R., Birmingham 


Udeozor, S., Manchester 
Udoh, J. E., Lagos 
Underwood, B. J., Thame 
Uniacke, K., Dublin 

Ure, R. A., Laughor 
Urquhart, S. M., Glenrothes 
Uyokpeyi, S., London SW8 


Valberg, Miss C., London W2 
Vale, T., Upminster 
Van Olphen, J. B., Caterham 
Vandenborn, L. M., Walsall 
Vann, H., Birmingham 
Vasiliades, G., London N4 

_ Vaughan, P. A Dublin 
Veats, A., Loughton 
Voon, K. H.; London W3 
Vyas, M., Lusaka ` 
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Wayman, B., Waltham Abbey 
Weetman, G., Altrincham 
Welch, B. V., Sidcup 


Wells, B. E., Roydon 


Wesson, W, J., Wolverhampton 
Weston, R. C., Warrington 
White, D., London Es 
Whittard, C. R., Worcester 
Whitworth, T., Wroxham 
Whyte, V., Jamaica 
Widdowson, E. G., Penarth 
Wilcox, G., London E18 
Wild, J. E., Glasgow 
Wilkinson, L. J., Lincoln 
Willcox, Miss A., Watford 
Williams, K. D., London N8 
Wiliams, M. J., Watford 
Williams, P., Altrincham 
Williams, P. J., Hull 
Williams, P. R., Halesowen 
Williams, T. J., Poole 

Wilson, B., Dundee 

Wilson, J., London SW16 
Wilson, P., Tonbridge 
Wilson, W., Edinburgh 4 
Winston, A., Bradford 
Withers, J., Warley 

Withey, C., London SEzs 
Wittich, J., London SW4 
Woahene, M. M., London SW16 
Wong, K. K., West Bromwich 
Wong, K. Y., London SWo9 
Wood, T., Brierley Hill 
Woodward, M. W., Burton-on-Trent 
Woolford, J. G., Reading 
Woolgar, M. R., Ipswich 
Woollam, J. L., Birmingham 


Campbell, T., London Ex6 
Cantie, R. N., Honiton 
Canwell, R. F., Gt Yarmouth 
Cardew, E., London W8 
Carey, D., Milnthorpe 
Carlisle, R., Bradford 
Caunter, B. J., Croydon 
Chambers, M., London N13 
Chan, G. K., London EC2 
Chave, K. J., Leigh-on-Sea 
Cheung, T. S., Hong Kong 
Christopher, J., Mountain Ash 
Chuah, T. H., London NW2 
Chukwu, L. O., London SW12 
Church, W., Luanshya 

Clarx, Miss K., Blackpool 
Clarx, Miss M. J., Hounslow 
Clark, S. V., London SW: 
Clarke, J. W., Newton Abbot 
Clayton, D., Reading 

Cleary, C. J., Hounslow 
Clement, L., Cramlington 
Clinton, P. E., Oldham 
Coffey, T., London Nr2 
Coker, Miss C., London SE: 5 
Collins, M., Maidstone 
Condell, L. W., London SW2 
Connell, J. D., London SErọ 
Conroy, A. J., Stockport 
Coox, R. C., Corringham 
Cooper, Miss S., Burton-on-Trent 
Coughlan, P. J., London SW3 
Coulson, T., Gravesend 

Cox, A. J., Hitchin 

Cox, D., Grimsby 

Crawley, T., London SE22 
Croker, C.. Boreham Wood 
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Eniwaiye, J. O., London SW17 
Esmail, S. M., Whitley Bay 


Fajuke, O. O., Lagos - 
Fawbert, D. F., Shoreham-by-Sea 
Feakin, P., Bromley 

Fenton, R. A., Burton-on-Trent 
Ferdinand, S., London SW16 
Ferguson, Miss L. M., Beverley 
Findlay, I. R., West Drayton 
Fish, K. J., Nettleham - 

Foale, S. J., Radlett 

Foley, J. C., Killorglin 

Frame, C. R., Colchester 
Franjieh, R., Manchester . 
Franklin, R. M., Leigh-on-Sea 
French, L. G., Glasgow 
Fulton, J., Stirling 

Galea, R., Malta G.C. 

Garden, A. S., Balmedie 
Gardner, C., Woodford Green 
Gaut, C., Petworth 

Gellatly, W., Dundee 

George, C., Shoreham-by-Sea 
Ghauri, M. Z., London NW11 
Ghazi, B. A., Kuala Lumpur 
Gibson, J., Wallsend 

Gilmore, R., Camberley 
Gleeson, J., London Ws 
Goodhand, R:, Hull 

Graham, A., Enfield 

Gray, D., Stevenage 

Greatorex, M. J., Bushey Heath 
Green, J. H., Ilford 

Green, P. K., Tadcaster 

Green, W. A., Orpington 
Greenhalgh, D. G., Warrington 
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Idemudia, B. I., London NW 10 
Idowu, ‘T. O., Walsall 

Ige, R.S., London Wig 

ljewere, É. I., London ST 
Jlsley, L, Burnham 

Irving, A., Welwyn Garden City 


Jacobs, A. B., Bristol 

Jeraj, N. A., Barki king 

Jeremiah, K. , Wallington 
Jimmie-Artivor, D., London N3 
Johnson, D., Croydon 

Johnson, R. D., Staines 
Johnston, E., London Ns 

Jones, A., Stockport 

Jones, A. ’s. , Sittingbourne 
Jones, Mrs È. E. , Loughborough 
Jones, J. M., Ystrad Meurig 
Jones, M., Edinburgh 

Jones, M. D. , Canvey Island 
Jordan, A. W., London E8 
Joseph- Hal, L. A., London SW6 


Kemp, M., Norwich 
Kent, P., Swansea 
Kerwood, Miss A., Slough 
Key, B., Twickenham 
ider, K., Khartoum 
King, D. F., London NW7 
King, R. , Weybridge 
Kirk, D., Rugby 
Kirkham, A. T London N22 
Kirkham, D. , Accrington 
Kirkham, M. Í, Cleethorpes 
Kitchin, T., Hu Ir 
Kneafsey, B. , Edinburgh 
Knight, G. J London SE8 
Komolafe, M . O., Lagos 


Lachowycz, V. G., Brandon 
Lau, K. H., Hong Kong 
‘Leatherland, R. E., Grimsby 
Leese, D. M., Congleton 
Legon, H., Seaford 

Li Wan Po, J. T., Mauritius 
Little, R. QO., London Wo 
Littlefair, D. , Winchester 

~ Lonis, B. G., London N16 
Lovatt, R., Stoke-on-Trent 


- Love, R., Bath 


Lovell, À. 'T'., Chelmsford 
Low, 5. C., London SW4 
pie K, , Birmingham 
Lowe, F. B., Ormskirk 

_ Lowe, R. E Banbury 

Lum, Miss 8. N., London NW3 


Maguire, H. M., Darvel 
Makepeace, C. Ls, Didcot . 
Mangesho, E. K., ‘London Wr 
March, S. W. Plymouth 
Mard le, ÀA., Dunstable 
Mattey, B. J., Ruray 
Mawhinney, M. I ., Belfast 


McCallum, K BEE 
McCloskey, M., Dublin 
McGuinness, G. , London E12 
McKenna, C. J., ‘Caterham 
McMullan, M., Sutton Coldfield 
Medani, M. O., London SW7 
Meredith, A. Birmingham 
Millman, D. C., Hatfield 
Mitchell, W. A., Belfast 
Mockridge, K., Plymouth 
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Moncaster, D. E., Croy don 
Monks, F. "A, Paddock Wood 
Morgan, J. E., Sevenoaks 
Morton, W., Darvel 
Mukhaimer, H., London SErg 
Munro, J., Hamilton a 
Murphy, J. M., Reading 
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Accounting for Inflation 


oe quickening pace of inflation in more recent years has brought 
home to an increasing proportion of the population the longer-term 
significance of rising prices. Although the increase in the index of retail 
prices in the past two years has amounted to over 18 per cent, the de- 
preciation in the value of money in earlier years, while slower, was equally 
erosive in character. It is the latter form of inflation which is, in some 
respects — and noi least from the point of view of financial accounting — 
the more serious. | | 

Rampant inflation tends to draw public and government attention to 
itself and ultimately it can be checked. This has not been the case with 
the creeping inflation, which Britain has experienced since the war, with 
its gradual erosion of money savings. A mere average 3 per cent annual 
price increase between 1958 and 1970 has meant a virtual halving of the 
value of money. It has taken the recent wage-cost inflation with its con- 
sequent short-term cost-of-living increases of nearly "o per cent per 
annum really to alarm public opinion. 

No one, therefore, can quibble with the timing of the discussion paper 
Inflation and Accounts published by the English Institute (2op by post). 
The paper is an amalgam of the outcome of discussions both within the 
Accounting Standards Steering Committee, and with a wide range of 
interested non-accountancy institutions such as the Stock Exchange, 
Confederation of British Industry, Issuing Houses Association; Society 
of Investment Analysts, as well as the Bank of England and the Inland 
Revenue. 

The consensus of opinion reflected in this paper owes much to the 
study prepared in 1968 by the Research Foundation of the English 
Institute, Accounting for. stewardship in a period of inflation. Like the more 
publicized government Green Papers, the latest discussion paper is designed 
to stimulate thinking on the subject and the ASSC invites comments 
from all those interested in the subject. 

The paper is a model of clarity combined with brevity; its theme and 
proposals are basically simple. It starts from the basic premise that 
accounts prepared on the conventional basis of ‘historical cost’ are ex- 
pressed in a unit of measurement which is not stable. As the paper puts it 
‘the ascertainment of profit involves bringing together into one account 
monetary amounts for transactions which have taken place at various 
times’. Hence, if the value of the monetary unit has changed during the 
interval between the transaction and its recording in the published 
accounts, then there is an obvious distortion. 

In periods of inflation, therefore, ‘it is likely that the profit shown in 
a trading organization’s accounts on the conventional basis will be an 
overstatement of the profit’. Furthermore, ‘management, readers and 
analysts may be misled, not only as to the absolute amount of profit and 
capital employed, but by the trends displayed by accounts presented 


e 
K ée 


Af ` 


Ser 


Se 
V 


Nee 





THE 
318 


on a conventional basis’. In such circumstances the 
‘implications for the effective deployment of economic 
resources need no labouring’. 

As many readers will recall, it was the realization of this 
state of affairs, particularly with reference to companies 
with substantial freehold assets, that led to the activity 
in the initial post-war ‘take-over’ market. In more recent 
times, it has been the failure by some industrial man- 
agements to recognize the fact that the modest expansion 
in their ‘money profits’ often concealed their failure to 
employ the assets effectively and thus to earn a market 
rate of return based upon the replacement cost of 
assets. 

The discussion paper makes the point that accountants 
‘are best placed to make two useful contributions in re- 
lation to the problem of inflation’. First, they can measure 
and clearly report its effects, ‘if material to management, 
shareholders. and other users of financial statements’. 
The caveat is logical since, where an organization has 
minimal fixed assets and a stock which is rapidly turned 
over, then clearly inflation is not the problem it is for 
another company with substantial funds in fixed assets 
and slow-moving stock. 

The second contribution which the accountant may 
make is to advise management and others on the most 
appropriate course of financial action to take to counter 
the effects of inflation. This is a much wider role since it 
involves the professional accountant in his modern role of 
financial adviser and management. consultant. After all, 
the solution to the problem of inflation may not merely 
be to set aside larger reserves to replace depreciating assets. 
The time may have come when an analysis of the rates of 
return on various lines of activity or products with which 
the business is involved is such that they should be given 
up altogether. Not surprisingly, therefore; the discussion 
paper devotes itself primarily to the first issue, i.e., the 
ascertainment of the degree of inflation because ‘it is in this 
field that a generally accepted accounting practice will be 
most relevant and useful’. Given the greater awareness 
of the problem, Chen the need for and the use of advice to 
management and others that the accountant can provide 
must follow. 

The solution proposed by the ASSC is, as the paper 
puts it, ‘not theoretically novel’. It has, it 1s stressed, been 
thoroughly researched and is ‘probably not in principle 
the subject of great controversy’. Its adoption, however, 
in the opinion of the ASSC, would ‘be a major step forward 
in the practice of accounting’. 

Even more to the point, ‘it would put the United King- 
dom in the forefront of piactical accounting thought’. 
This is indeed a large claim, and too much should not be 
read into it in view of the fact that the great majority of 
the companies — listed in an appendix to the discussion 
paper — which have produced accounts containing some 
adjustment for inflation are in fact overseas organizations. 
On the other hand, this may reflect the fact that inflation 
in some overseas countries has been a longer standing 
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problem than nearer home and the need for some action 
in the matter has been more urgent. 

The proposed solution involves two stages. First, 
business organizations would continue to keep their 
records and to present their financial accounts on the 
present historical cost basis. Second, these companies 
would also ‘translate’ (why not ‘convert’) ‘all or at least the 
principal items’ in the ‘historical cost’ accounts ‘from their 
heterogeneous mixture of fs of many different vintages 
into £s of a uniform current purchasing power’. ‘They 
would then present in ‘a suitable form’ the effect of the 
translation on the ‘historical cost’ accounts. 

The ‘presentation could take one of a number of forms, 
ranging from a simple reconciliation of the results under 
the two bases to a full supplementary set of accounts 
restated in pounds of current purchasing power’. According 
to the ASSC ‘the process of translating the figures from 
mixed historical Ze to current £s would be analogous to 
expressing the results of a foreign company, originally 
measured in the currency of that country, in the currency 
of the home country’. 

The foregoing analogy may have the merit of simplicity 
and convey better than a more complex exposition the 
precise effects of the ‘translation’. In fact, a study of the 
illustrations provided in the discussion paper indicates a 
more sophisticated outcome. For example, in the narrative 
style classification of equity shareholders’ interest in the 
balance sheet, not merely is the ‘increase necessary to 
express (the ordinary share capital) in terms of money 
of current purchasing power’ given, but the ‘decrease due 
to price level changes’ in the retained profits is also given 
as a deduction from that particular figure. Likewise, in 
the section of the narrative profit and loss account selected 
for illustration, there is included the ‘loss from holding net 
short-term monetary assets’. If such assets were, for 
example, Treasury Bills, that treatment is adequate. Is 
the. position different, however, with sundry debtors — 
particularly in the case of long-term contracts? And how 
about a compensating gain for the profit on creditors’ 
accounts? Or would it be easier to ignore such complica- 
tions? In other words, would it not be more realistic merely 
to adjust the values of fixed assets and relevant provisions 
for replacement in the final accounts, rather than a full-scale 
conversion into a ‘modern and up-to-date’ currency. 

For the purist and the statistically-minded there is also 
the vexed question of the index to be used to convert 
historical £s into current £s. The discussion paper offers 
two possibilities with an apparent preference, for fairly 
obvious reasons, for the consumer prices index used in the 
National Incomes and Expenditure Accounts for com- 
parative figures, as against the conventional index of retail 
prices. Here again one man’s meat is another man’s poison. 
For management, no doubt, the consumer prices index is 
clearly the better choice. But is this true for the shareholder 
who converts his dividends into market prices? 

The ASSC is right to invite discussion and: comment; 
there is still a long way to go yet. Just in passing, what will 
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the Government have to say when the leaders of industry 
and their financial advisers implicitly recognize the con- 
tinuance of inflation? Judging by the growth of small 
savings and the popularity of certain types of financial 
institution among small savers, the significance of inflation 
has not yet fully sunk into the consciousness of the 


ordinary saver. 


SST Se ee a ee e dt eS me a ee ee ie 
y - ka” : R y z E i Gaa Geff bs Wi A R Ze, e SÉ? ER łą 
-=O 


ACCOUNTANT 


319 


However, the Accounting Standards Steering Com- 
mittee deserve credit for this latest initiative in the battle 
to resolve an extremely complex question. No doubt there 
will be some who will feel that it has taken the profession 
a long time to depart from what they regard as a position 
of rigid orthodoxy. The move is none the less welcome and 


further developments will be awaited with interest. 





CURRENT AFFAIRS 


The ‘Never-Never’ Tax 


EVENUE anxiety over the use of 

leases for tax avoidance is already 
familiar through the Austin Reed 
affair (The Accountant, June 24th) 
and the Government’s promise of 
future legislation (August 12th issue). 
Once more, at a stroke, a fresh sheaf 
of unwritten laws has been tossed on 
the haywain labelled ‘Finance Bill 
1972’. 

The pivot on which this turns is 
the provision in paragraph 14 in 
Schedule 6 to the Finance Act 1965 
which permits deferment of the in- 
cidence of chargeable gains (for cor- 
poration tax or capital gains tax) 
when the consideration for a disposal 
is payable by instalments over a 
period of at least eighteen months 
thereafter. The initiated are no doubt 
already familiar with prospective 
periods of a thousand years. The 
logical conclusion is reached with 
devices such as a premium for a very 
long lease under which all but a 
trifle is postponed until shortly before 
maturity. An example given officially 
is that of a lease for 250 years sold 
for {£1 million payable by yearly 
instalments of {100 with a final 
instalment of {975,100 due in the 
year 2221. 

Such a transaction on its own would 
have no attraction for the vendor, but 
under collateral arrangements the arm’s 
length purchaser assigns his obliga- 
tions to an associate of the vendor, 
purchasing his release on paying a 
sum equal to the full premium. Hence 
the vendor has immediate access 
to the proceeds and no doubt by 
cross-payments of interest between 


associated companies the obligation 
which existed under the original lease 
to pay interest on the outstanding 
instalments ceases to be an incon- 
venience. 

The other side of the coin concerns 
the use of sub-leases and break 
clauses, perhaps through the medium 
of associated companies, so as to secure 
deductions against trading profits or 
other income over a relatively short 
period equivalent in total to the con- 
sideration moving under the lease. 
However, it is possible that the sudden 
anxiety of the Revenue arises less 
on this score, already under attack 
as noted above, than on the charge- 
able gains point, in view of the ex- 
tension of ‘roll-over’ relief by section 
60 of the Finance Act 1971. 

The new statement emanates not 
from the Inland Revenue but from 
HM ‘Treasury and records an in- 
timation by the Chancellor of the 
Exchequer that it is proposed to 
introduce legislation in the next 
Finance Bill to make the position 
watertight. It will apply to trans- 
actions of the kind described which 
are entered into after August 24th, 
1971, and will apply to land or any 
other asset. As regards transactions 
already entered into on August 24th, 
the legislation will catch amounts 
becoming payable after that date (but 
not before) and will nullify any future 
loss relief or other deduction. 

‘Taxpayers in doubt as to how they 
stand are invited to submit a state- 
ment of the facts to the Inland 


Revenue at Somerset House, London 
WCS. : 


Not an [Institute Circular 


CIRCULAR received by many 

members of the English Institute 
recently was not, as might reasonably 
have been assumed, issued or spon- 
sored by The Institute of Chartered 
Accountants in England and Wales. 

Under the heading and in the type- 
style of the Institute, the circular, 
together with an accompanying appli- 
cation form, offered members a "Hos- 
pital Money Plan’ through a sub- 
scription scheme operated by a 
company calling itself the Accountants 
Professional Insurance Advisory Ser- 
vices Ltd, of London Wall Buildings, 
Blomfield Street, London EC2. 

In response to our inquiries, a 
director of the company, Mr M. J. 
Herniman, said that it was never 
intended to imply that the scheme 
was sponsored by the Institute, and 
steps were being taken to distribute a 
disclaimer to this effect in terms which 
would be agreed with the Institute. 
The disclaimer was similarly being 
distributed by direct mail within the 
next two or three weeks. 

Mr Herniman could not confirm 
that the circulars had been sent out 
to all 50,000-odd members of the 
Institute, but they had gone to a large 
number. Up to mid-day on ‘Tuesday, 
about 75 application forms had been 
received by the company, which Mr 
Herniman admitted ‘was not a parti- 
cularly good response’ to the thousands 
of circulars distributed. 


British Administrators 
and World Trade 


ME or not one accepts 
the former Ministerial assurance 
that ‘exporting is fun’, it must be 
recognized that there is far more to 
exporting than simply getting the 
orders. Bearing in mind the continuing 
growth of multinational companies, 
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and Britain’s probable entry into the 
European Common Market, the Char- 
tered Institute of Secretaries has 
adopted the topical theme of ‘Develop- 
ments in World Trade — Problems for 
British Administrators’ for its annual 
conference in 1971. 

British administrators are increas- 
ingly faced with complex problems 
associated with the legal and financial 
aspects of overseas trade, not only in 
Europe but throughout the world. 
Papers to be presented at the con- 
ference will include “The organization 
and administration of multinational 
companies’, ‘Finance abroad’, and 
‘International marketing problems’. A 


full day will also be devoted to 
syndicate discussion of a case study 
based on the affairs of Massey- 
Ferguson Ltd. 

Attendance at the conference, which 
is to be held at Birmingham University 
from September 16th to 18th, is 
necessarily limited to a maximum of 
about 150, to allow for full participa- 
tion in syndicate discussions. ‘The 
conference fee, inclusive of residential 
accommodation, is {20 for CIS mem- 
bers and {22 for other persons. 

Inquiries and applications should be 
addressed to the Secretary of the 
Institute at 16 Park Crescent, London 
WIN 4AH, telephone o1—580 4741. 


ICWA Plans New Syllabus 


HEN the Council of The Insti- 

tute of Cost and Works Ac- 
countants produced its long-range 
policy statement against the possibility 
of the proposals for the integration of 
the accountancy profession not being 
adopted (The Accountant, May 21st, 
1970) — and which in the event has 
proved a wise precaution — the 
Examination Committee was in- 
structed to continue its study of long- 
term developments of the examination 
syllabus for Associate membership. 

The results of this study have now 
appeared in the form of a draft syllabus 
of examinations, on which comments 
are invited from universities and other 
educational bodies, as well as profes- 
sional organizations and interested 
persons in the field of education and 
training for the professions. 

In an accompanying letter, the 
ICWA President, Dr J. M. S. Risk, 
B.COM., CA, F.C.W.A., J.DIP.M.A., 
F.C.I.S., states that it is hoped to 
publish the final version of the new 
syllabus next summer, with a view to 
holding the first examination under 
the new regime in 1975. 

A list of points on which comments 
are sought include such items as 
the relevance, degree of importance, 
or present omission of particular 
subjects; the inclusion of optional 
subjects; whether a referral procedure 
should be operated; and the length 
of the examinations. 

It is pointed out that students enrol 
at various ages : some on leaving school, 
others after obtaining an Ordinary or 


a Higher National Certificate; others 
from universities with degrees which 
vary widely in content from those 
which are relevant to the work of 
Institute members to those at the 
opposite extreme. Others, again, may 
have already acquired another account- 
ing qualification, and many thousands 
of students are overseas where their 
circumstances may vary widely. ‘These 
are all factors requiring a high degree 
of flexibility in the examination sylla- 
bus, and comments are sought on how 
far it is considered the varying cir- 
cumstances are met in the new draft 
syllabus, so that each type of student 
may enter the scheme in the way best 
suited to himself. 

In considering their new approach, 
the Examination Committee, it is 
stated, have kept in mind the varying 
roles of ICWA members, including 
the following: those concerned with 
the selection, analysis, presentation 
and interpretation of information re- 
quired by all levels of management in 
both the long-term and short-term 
planning, operating, and controlling 
of undertakings; those who are capable 
of being executive heads of the 
management accounting and informa- 
tion function in industry; and those 
who are engaged in the fields of data 
processing, management sciences and 
corporate planning. 

Dr Risk asks for comments to be 
sent to him, preferably before the end 
of November this year, at the Insti- 
tute’s offices, 63 Portland Place, Lon- 
don WIN 4AB. 


a Pe Fe a Kéi TFF R 3 WW St Ri Gg AER Se O reg Kess 7 eh WW PT we, d Sa ` Le Ch Glen. en E H Ga Lt EE ET EE 
Lë: ; ; ET, j 
320 ACCOUNTANT September 2nd, 1971 


Gorsedd of Bards 


T the recent Royal National 

Eisteddfod of Wales held in 
Bangor, Mr Melvyn W. Rosser, F.C.A., 
was inducted into the Gorsedd of 
Bards. The white-robed section of the 
Gorsedd is reserved in the main for 
the winners of the Crown and Chair 
poetry competitions at the Eisteddfod; 
for a non-poet to enter this Order (as 
did Mr Rosser under the bardic name 
of ‘Melfyn Llwynbrwydrau’) is re- 
garded as the highest honour which 
Wales can pay. 

Mr Rosser, who is 44, and a Cardiff- 
based partner in Deloitte, Plender, 
Griffiths & Co, became Chairman of 
the Welsh Council in March of this 
year. For the previous three years he 
had been Chairman of the Council’s 
Industry and Communications Panel. 
Prior to that he was a member of the 
Welsh Economic Council and Chair- 
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Mr Melvyn Rosser, white-robed for the 
ceremony. 


man of that Council’s Industry and 
Employment Panel. 

Currently a member of the board of 
the National Bus Company and of the 
Telecommunications Board for Wales, 
he is also a director of the Development 
Corporation for Wales, a member of 
the Welsh Council of the Confederation 
of British Industry, and a member of 
the finance committee of the Royal 
National Eisteddfod of Wales. 

A fluent Welsh speaker, he was born 
in Lonlas, Swansea, where he still lives. 


Professional 
independence 
T is of cardinal importance to the 


proper discharge of an auditor’s 
functions, not only that his independ- 
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ence should not be compromised, but 
that he must be scrupulous in avoiding 
situations in which that independence 
might appear to be compromised. 
With this in mind, the question of 
ancillary services which an auditor 
may properly offer to his client has 
recently been under consideration both 
in Europe (The Accountant, August 
12th), and in the United States. 

The American problem centres on 
the provision by CPAs of data- 
processing services for their audit 
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recognizes that, because of the endless 
variety and combination of situations 
which ray occur, it is not possible to 


enumerate those which may cause a 


CPA ta lose his audit independence. 
The opinion, however, suggests the 
following criteria for application to 
specific circumstances: 

(1) A CPA shculd not accept any 
relationship with clients or any 
conflict of interest which may 
jeopardize his objectivity and in- 
tegrity. 

(2) The client must accept the re- 
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sufficient detail to identify clearly 
the nature and amount: of such 
transactions. 

(4) The fact that a. CPA has sees 
or ‘maintained certain records for 
his client does not eliminate the 
need to make sufficient audit tests 
of the underlying basic trans- 
actions. 


Some CPAs also rent ‘block time’ 
on their computers to clients who take 
over complete control of the equip- 
ment whilst using it. The sale of 
block time is regarded as a business 


clients. It has been suggested that 
such services raise a possibility either 
of a CPA being party to erroneous 
reporting or that his professional 
judgement may be affected by un- 
conscious bias. 

A recent opinion issued by the 
AICPA division of professional ethics 


sponsibility for the financial state- 
ments as his own. 

(3) The CPA must not assume either 
the status of an employee or the 
role of management in conducting 
the operations of an enterprise. 
The client must prepare source 

documents on all transactions in 


rather than a professional relationship, 
but should be considered in con- 
junction with other relationships be- 
tween accountant and client to 
determine whether their aggregate 
impact is such as to impair professional 
independence. 
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Stinking Fish 


by An Industrious Accountant 


UR company owns a small number of private houses 

in a nearby residential district. They were acquired 
long ago in differing. circumstances and have proved a 
major headache ever since. 

Some while after coming here I asked our advisers 
for an updated market valuation of the houses, and the 
directors sat up stiffly when they saw the figures. Indeec, 
the managing director wanted to take the profit there and 
then on the grounds that our business objective was 
to sell drapery rather than to deal in house property. 
Unfortunately, the deputy-chairman, supporting his 
colleague’s wishes with unusual fervour, was under the 
mistaken impression that members of the board were 
entitled to buy at the original cost! 

The chairman was reluctant to sell his grandfather's 
birthplace (there was quite a story involved there), and 
Prinny worried over staff reaction should we try to dis- 
possess the present tenants. These were all employees, 
mostly elderly, and repercussions would be inevitable. 

Personally, like a good accountant, I had a foot in both 
camps. The rents were so low as to be ridiculous, making 
their liquidation desirable, but then the market values were 
bound to escalate (they did, enormously) in the long run. 
We finally decided to be flexible, reviewing each case 
individually as the property became vacant. 

A year or so later the manager of our Ready-mades 
Department left suddenly for another job, so Prinny and 


I went round to view the empty house. We had that very 
morning discovered the absence of any agreed company 
policy as regards regular inspection of the premises, and 
we were conscious of a vague premonition of unknown 
horrors. 

We were right. The house was a shambles. There were 
the relics of what was evidently a farewell bottle-party, 
and no effort appeared to have been made to clean, sweep 
or tidy for days past. Worse still, the erstwhile tenant had 
improperly removed all electrical, fittings and shelving ` 
regardless of damage, the banisters were broken, and the 
garden looked like a dump. 

The tenancy agreement consisted of a few obsolete 
typed lines, so we forbore to cry over spilt milk, or indeed 
splashed beer. The board agreed to renovate and re-let, 
anc. we asked our solicitor to draw up a water-tight agree- 
ment. 

In fact, he produced a rather ancient standard form, 
which provided for internal and external maintenance, for 
rights of regular visits by a company representative, and 
for termination for reasonable cause. It stressed the 
desirability of not annoying the neighbours, and forbade 
explicitly the keeping of poultry, greyhounds and goats on 
the premises. Prinny — having lunched unwisely but too, 
well — was in hilarious form at our talk, and suggested 
the insertion of references to gaming clubs, bordellos and 
worse, but he was quickly cut down to size by our 
somewhat taciturn legal expert. 

Some months later our personnel director called me up. 
Hed had several angry complaints from the neighbours, 
he said morosely. A new non-company tenant of one of 
our houses had opened a fish-and-chip parlour in his front 
rocm and the noisy nocturnal customers — not to mention 
the smells — were lowering the avenue’s tone disastrously. 
What was more, our solicitor, instead of supporting us, 
was shilly-shallying infuriatingly about our right to veto 
the vulgar atrocity. Fish, it seemed — as compared with 
fowl — was socially acceptable. 
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Taxation Aspects of Liquidation 


II — Capital Gains 
by LAWRENCE OSBORNE, A.T.I.I. 


NE of the most important aspects of liquidation 

concerns the incidence of capital gains tax on the 
company and on its members. There is always the likelihood 
of double liability as, in a winding-up, gains will first be 
assessed to corporation tax in the hands of the company 
and thereafter — as the net gain will in effect increase the 
value of the company’s shares — to capital gains tax upon the 
shareholders. 

Thus, of each gain of £100, corporation tax will absorb 
40 per cent, the remaining 60 per cent bearing capital 
gains tax of a further 30 per cent to give rise to a total tax 
liability of £58. ‘The overall liability could be much 
greater upon liquidation of a group, particularly where a 
vertical structure applies, as several ‘disposals’ could take 
place on the passing of assets within the group structure, 
before the final distribution (chargeable to capital gains tax) 
is effected. | | 

Detailed consideration should, therefore, be given to the 
capital gains tax implications when liquidation is planned. 
For this purpose, it may be convenient to examine the 
problems in two stages, firstly those affecting the company 
and the liquidator, and secondly from the point of view 
of the shareholders. 


Appointment of liquidator 


The company’s assets do not vest in the liquidator on his 
appointment, so that there is no disposal for capital gains 
tax purposes upon commencement of winding up. This 
applies even when the assets become vested in the liquida- 
tor under the operation of section 244 of-the Companies 
Act 1948; section 265 (5) of the Taxes Act 1970 provides 
that, in this event, ‘this section shall apply as if the assets 
were vested in and the acts of the liquidator in relation to 
the assets ‘were the acts of, the company (acquisitions from 
or disposal to him by the company being disregarded 
accordingly)’. 

In consequence, the commencement of winding up 
will not in itself constitute a chargeable event and no 
liability will arise at this stage. Chargeable gains will 
arisé only on the actual disposal of assets by the liquidator 
and these will be treated as accruing to the company which 


- will then be chargeable to corporation tax ‘on profits or 
. gains arising in the winding-up’ (section 243 (2)). 


Gains will be treated as falling into accounting periods in 
which the contract of sale takes place; and, where the 
liquidator continues to trade after commencement of 
winding up, any losses incurred in the course of trade 
will be available for set-off against gains arising on disposal 


of assets in the same accounting period. Capital losses 
incurred on disposals of chargeable assets in prior years 
will, if not previously used by set-off against earlier charge- 
able gains, be available for relief against gains arising to the 
liquidator on disposal of the company’s assets in the course 
of winding up. Any balance of capital losses which remains 
unused at the time when winding up is completed will go 
unrelieved. ` 

On the other hand, chargeable gains arising on sale of 
assets in liquidation may substantially exceed the actual 
gain made on disposal where there has been a deferment 
of liability on a previous occasion on replacement of a 
business asset, under ‘roll-over’ provisions of section 33 
of the Finance Act 1965, as the charge to corporation tax 
in respect of capital gains will be related to the disposal 
both of the existing asset and of the asset or assets which it 
replaces. 

The increase of chargeable gains so arising may be sub- 
stantial, particularly where land and buildings are involved, 
and no further ‘roll-over’ can of course be claimed where 
the company is being wound up. 


Calculation of gain 


In the course of winding up, the liquidator will sell or 
otherwise dispose of the assets held by the company and 
chargeable gains arising on disposal will be calculated in 
the usual manner as the difference between the actual cost 
and the proceeds of sale. In the case of assets acquired 
prior to April 5th, 1965, the chargeable gain will be re- 
stricted by reference to the period from April 6th, 1965, 
to the date of disposal, either by time apportionment under 
paragraph 24 of Schedule 6 to the Finance Act 1965, or 
by means of an election under paragraph 25 of Schedule 6 
to substitute the value of the asset as at April 6th, 1965, 
for the cost. 

In this connection, it should be remembered that the 
latter method may prove costly to operate, as heavy pro- 
fessional fees may be incurred in obtaining valuations and 
in negotiating agreements with the Inland Revenue. It is 
also particularly slow, so that the completion of winding 
up may be considerably delayed whilst the valuations and 
subsequent negotiations are in progress. 


Distribution /n specie 

It is not unusual for the liquidator to distribute assets tn 
specie to members, and the following considerations will 
then apply: m 
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(a) A distribution in specie will constitute a disposal for a 
consideration equal to the market value of the asset at 
the date of disposal (section 22 (4), Finance Act 1965). 
In such a case the value of the asset will usually need to 
be ascertained by professional valuation. 

(b) The distribution will be treated as a distribution made 
in respect of share capital in a winding-up so that 
Schedule F provisions will not apply and income tax 
will not need to be remitted. ) 

(c) The distributions will be treated as a part disposal of the 
shareholders’ interest in the company and capital gains 
tax liability will arise accordingly. The calculation of 
liability is particularly difficult in these circumstances, 
as it will involve the ascertaining not only of the value of 
assets distributed but also of the value of the remainder 
of the interest in the company. 


Groups of companies 


Whilst capital gains tax legislation generally tends to 
favour groups of companies, special consideration must 
nonetheless be given to problems arising in connection with 
liquidation of companies forming part of a group. 

As already mentioned, a gain accruing to a subsidiary 
may be multiplied several times over through liquidations 
taking place within the group, particularly where vertical 
structure applies. The additional liability arising in this 
connection may, however, be reduced or altogether 
avoided, provided remedial action is taken in good time. 

Assets of the subsidiary company which have increased 

in value so as to give rise to a substantial gain, may be 
directly transferred at book value from the subsidiary 
about to be wound up to the ultimate holding company, 
without incurring capital gains tax liability 'ʻin the process. 
The undesirable increase in the value of shares of the 
subsidiary will thereby be avoided. It should be noted that 
this action, to be effective, must be taken prior to commence- 
ment of winding up, as the transfer during liquidation 
would constitute a distribution in specte.- 

Alternatively, in order to ensure that the parent company 
does not receive in the liquidation more than the cost of 
shares in the subsidiary, the latter could declare a-sub- 
stantial dividend, which would be paid gross under the 
appropriate group election. ‘This measure would not 
generally be of benefit in the case of a close group as it would 
be likely to give rise to shortfall difficulties in the hands of 
the parent company receiving the dividend, thus involving 
its members in income tax and surtax liabilities which 
would outweigh any advantage obtained for capital gains 
tax purposes. 

It is not unusual for a parent company to make loans to a 
subsidiary, and substantial inter-company balances may in 
consequence appear in the accounts of the companies 
concerned, Where the debtor company about to be wound 
up is not in a position to repay such loans, the creditor will 
not be able to claim tax relief in respect of losses so in- 
curred; debts arising in this connection are not chargeable 
assets for capital gains tax, and no relief can therefore 
be obtained by the creditor company for any loss sustained 
as a result of default of the debtor in liquidation. 

If, however, paid-up share capital were to be issued by 
the debtor company in consideration of the balance out- 
standing on the loan account, the debts would become 
chargeable assets (cost of stock or shares issued) and the 


ACCOUNTANT 


323 


subsequent liquidation of the subsidiary would give rise 
to z capital loss which could be relieved against future 
chargeable gains of the parent. It will be obvious that such 
issue of share capital will need: to take place before com- 
mercement of winding up, and the correct timing of 
liquidation is thus of the greatest importance. 


Companies leaving the group 

Exemptions given in capital gains tax legislation to trans- 
actions carried out between members of the same group 
of companies make possible the avoidance of chargeable 
pairs where a company. ceases to be a member of a group. 
Paragraphs 18 and 20 of Schedule 12 to the Finance Act 
1963 were introduced to prevent tax avoidance which 
might take place where: 

(a) A company leaving the group acquired from another 
member any assets under the concessional group pro- 
visions. 

(b) The company ceases to be a member of the group and 
another company in the group disposes of shares in that 
company, in the course of an amalgamation or recon- 
struction. 

(c) Where there is a disposal of shares in a company and the 
value of such shares has, after April sth, 1965, been 
materially reduced by any disposal of assets at other than 
market value by one member of the group of companies to 
another (depreciatory transaction). 


The anti-avoidance provisions applicable to paragraphs 
(a) and (b) above, have been rendered inoperative: in 
circumstances ‘where a company ceases to be a member of 
the group by being wound up or dissolved’ by the pro- 
visions of Schedule 19, Finance Act 1969, now incor- 
porated in sections 278 and 279 of the Taxes Act 1970. 
However, the provisions of (c) still apply with the effect 
that ‘any allowable loss accruing on disposal’ (of shares of a 
company which has been subjected to a depreciatory 
transaction within the group) ‘shall be reduced to such an 
extent as appears to the Inspector to be just and reasonable, 
having regard to the depreciatory transaction’. In conse- 
quence, no loss relief will, generally speaking, be obtained 
upon liquidation of a subsidiary company in circumstances 
described above. 

A great deal of attention has been given to this form of 
anti-avoidance legislation and it would seem that, although 
the nature of the provisions is anomalous in leaving the 
extent of the loss restriction entirely at the discretion of the 
Inspecter and the Commissioners, the section has no 
application if the disposal gives rise to a gain or to a ‘no 
gair. no loss’ position, and is limited in scope to losses 
arising as a result of the depreciatory transaction. 


Time of leaving the group 


Under section 272, “The passing of a resolution or the 
making of an order or any other act for the winding-up 
of a company shall not be regarded as the occasion for that 
company or for any other 75 per cent subsidiary of that 
company ceasing to be a member of the group of companies.’ 
Thus it would seem that the company will be treated as 
leaving the group only when the liquidation is actually . 
completed and the company’s name removed from the 
register. 
It should be mentioned, however, that under section 
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279 Di where the- company in liquidation is A mémber of 
the ‘group, any corpotation tax which it niay be liable to 
pay may be recovéred from the company’ which was the 
principal conipany of the group at the. time that the 
winding-up resolution was passed. 


Position of shareholders 


The ultimate capital gains tax liability of a shareholder of 
a company in liquidation is’ calculated as the difference 
between the actual cost to him of the shares in the company 
and thé sum total of capital distributions received in the 
course of liquidation. A capital distribution is defined 
for this purpose by paragraph 3 of Schedule 7, Finance 
Act 1965 as ‘any distribution from a company, including a 
distribution in the course of dissolving or winding up the 
company, in money or: meoney’s worth, except a distri- 
bution. which in the hands of the recipient constitutes 
income for purposes of income tax’. 

As explained above, the liquidator may for tax purposes 
make a distribution of incorre in the course of winding up, 
applying Schedule F deductions of income tax to such 
payments and dividends sc paid will not be taken into 
account when calculating the shareholders’ capital gains 
tax liability. Thus, it is within the power of the liquidator 
to, regulate the members’ capital gains tax liability. It 
will be appreciated, however, that the cost of such ‘income’ 
distribution is much greater in terms of income tax and 
possibly surtax payable then any saving which may be 
derived by the shareholders in the amount of EES gains 
tax payable in liquidation. 


Interim distributions 


As paragraph 3 of the same schedule also provides that a 
shareholder receiving any capital distribution from the 
company ‘shall be treated as if he had in consideration of 
that capital distribution disposed of an interest in the 
shares’ it follows that any distribution made by the liquida- 
tor, unless it is the first and final distribution, shall be 
treated as a part-disposal of the shareholders’ interest in 
the company. Thus, the chargeable gain arising on each 
distribution will be computed as the difference between the 
proceeds, i.e., the amount paid and the cost which will be 
arrived at by means of the familiar ‘part-disposal’ fraction of : 


í Proceeds 


Proceeds LRemander S Cost 


It will be appreciated that the value of the remainder will 
be difficult to ascertain, as in the early stages of winding up 
the liquidator will not be in a position to know either 
how much will ultimately be realized on disposal of all 
the assets or the costs of liquidation. Where the winding-up 
is completed within a reasonably short period, the com- 
putation of gain on interim distributions will be dealt with 


‘in the light of later events, after the end of liquidation, 


and the remainder at each stage will be arrived at by adding 
the sum total of all later distributions. 

This, however, will not be possible where it is necessary 
to ascertain the taxpayer’s position prior to the completion 
of winding up as in the cese where liquidation is pro- 
tracted over several years. The difficulty arising in these 


circumstances can sometimes be overcome by obtaining the. 
-Inspector’s agreement that a provisional value of the 


H ` | See) ee eee 
m ` ` 
D D ' 


September 2nd, 1971 


remainder, based on the liquidator’s estimate, should be 
accepted for purposes of ascertaining the gain arising on an 
interim distribution. This basis is normally acceptable 
as the members’ ultimate liability will be automatically 
adjusted when the final distribution is made. 

As mentioned above, difficulties may arise when dis- 
tributions to members are made im specie, as the value of 
distributions received will need to be ascertained. Quoted 
investments will not normally present difficulties but in 
the case of chattels or land and buildings, professional 
valuations will need to be obtained. A major problem will 
arise, however, upon the distribution of shares in an 
unquoted company as the valuations will need to be agreed 
with the share valuations division of the Inland Revenue. 
It must be borne in mind in this connection that the 
ascertainment and agreement of the tax liability of members 
is not the liquidator’s responsibility and that it is not 
within his power to incur professional costs for these 
purposes. 


Members’ liability 

As already mentioned, the gain accruing to shareholders 
upon liquidation will amount to the difference between the 
sum total of capital distributions received and the cost of 
shares; and, where the holding was originally acquired 
prior to April sth, 1965, the liability will be. restricted to 
the proportion of gain accruing to the period following the 
above date either by time apportionment or by means of 
an election to treat the holding as if it had been sold and 
re-acquired at the said date. 

When deciding as to which of the two bases should be 
adopted, the size of the holding of each individual member 
must be brought into consideration. A majority share- 
holder, whose shares would be valued on the basis of the 
underlying assets, would probably show a smaller gain per 
share than a minority shareholder whose shares are valued 
on yield basis. Thus it appears possible that, in the general 
case of minority shareholders, the time apportionment basis 
would be more beneficial. 

As each capital distribution received in the course of 
liquidation constitutes a disposal of the recipient’s interest 
in the company, distributions effected prior to April sth, 
1971, may give rise to Case VII liability (short-term gains) 
where the member acquires shares in the company within 
twelve months of distribution being made. However, 
following the abolition of short-term gains legislation, 
provided for in section 4 of the Finance Act 1970, dis- 
tributions made in 1971—72 and later years will not give 
give rise to short-term gains liability. 


Anti-avoidance provisions 


No discussion on the subject.of liquidations can be com- 
plete without mention of the anti-avoidance provisions 
introduced by section 28 of the Finance Act 1960. 

This legislation, now contained in sections 460 to 468 
of the Taxes Act 1970, provides, broadly speaking, that 
where a tax advantage is obtained as a result of a transaction 
in securities, the Inland Revenue shall raise assessments 
to income tax and surtax to counteract such advantage. 
There is no doubt that a tax advantage may arise on 
liquidation, since the retained profits of a company which 
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have borne corporation tax can be released to the share- 
holders for a capital gains tax charge only so that Schedule 
F tax and possibly surtax liability is avoided. 

‘Section 460 (2) provides that-the anti-avoidance pro- 
visions shall be applied to liquidations where the tax 
advantage ‘is obtained or obtainable in consequence of the 
combined effect of the transaction or transactions [in 
securities] and of the liquidation of a company’. The 
Inland Revenue, however, appear to take the view that the 
provisions apply to liquidations not connected with 
another transaction in securities and a close examination 
of the relevant legislation will show no evidence to the 
contrary. Thus, unless the company is non-close or is 
insolvent, serious consideration should be given to whether 
a clearance should be obtained before placing the company 
in liquidation. 

A difference of opinion appears to arise as to the ad- 
visability of seeking clearance prior to liquidation. It has 
been suggested that the Inland Revenue cannot possibly 


THE Ce 
ACCOUNTANT 


325 


and do not intend to apply the anti-avoidance provisions to 
every company in, liquidation and that in consequence a 
clearance application. would only serve to arouse (et 
suspicions as to the reasons for undertaking the winding-up, 
so that it may be better to trust to luck and proceed with the 
winding-up in the hope that it will not be attacked, There 
is a great deal.in fayour of this. view, particularly where a 
straightforward liquidation (say, following. cessation of 
business) is involved. De , 

_ Much depends on the individual circumstances of the 
case, but it is suggested that this approach is imprudent, 
particularly where a reorganization takes place or a transfer 
of business to a partnership or to individuals is involved. 
In these circumstances, a clearance application should be 
made to the Board of Inland Revenue and liquidation 
should be delayed until the usual inquiries raised in this 
connection have been dealt with and written confirmation 


of clearance has been received. 
(Concluded.) 


Pension Fund Management 


by MAURICE OLDFIELD 
Pension Fund Manager, Allied Breweries Ltd 


Pension funds tend to grow very quickly in comparison with their ‘sponsoring’ company; 
in fact, most funds have only commenced in the last quarter of a century. There is, in 
consequence, not nearly so much by way of standard procedure and indeed no professional 


body to help set such standards. 


The management of a pension rund can perhaps best be described as being broadly the 
same as that of any other undertaking but with several significant differences. Trustees, 
who correspond to a company’s board of directors, are neither shareholders, management, 
organized labour or consumer, the are a ‘fifth force’ with special restraints. some of which 


Bl Kaes of a pension fund are seldom qualified at 
‘trusteeship’ as one might expect the members of a 
company board to be qualified in some aspect of the 
company’s business. The fund manager has to fill a rather 
particular specialist role as well as generally managing the 
fund. It is rarely that he can look to his trustees for tech- 
nical assistance. Their most helpful role is in giving the 
manager a commonsense view — without, as some might 
unfairly say, being confused by the facts. 


The manager is faced, in spite of the foregoing, with 
more in the shape of outside constraints than the managing 
director of a trading company. Besides ‘shareholders’ in 
the shape of the company, and ‘customers’ in the shape of 
members he has auditors, in their usual inimitable variety, 
an actuary (or an insurance company’s actuary), investment 
advisers or pension brokers, together with members of 
several other disciplines to contend with. This is not 
usually the case with a commercial company. 

Then, of course, a pension fund is a cost centre rather 


are set out below. . 


d 


than a revenue raiser, so that the justification of adminis- 

trative expenses can never be set against the possible pro- 

duction of greater profit. In many companies the pension 

i is still regarded as only one notch above the donations 
udget. ) 


Statutory control 


Fizstly, the question of trustees constituting a fifth force. 
In the recent popular television series on Henry VIII, 
Keith Michel was not shown sealing the Statute of Uses in 
1535; Anne Boleyn was clearly more attractive to the 
viewers. This Act was, however, the forerunner of the 
Trustee Act 1925; not many of today’s Acts are likely to 
last for 400 years. ) 
The 1925 Act setting out as it does the general position of 
trustees, their powers and their duties, might be likened 


to the Companies Act 1948. The trust deed of a parti- 


cular fund can, in certain respects, override the provisions 
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in the Act in the same way that a company’s Memorandum 
and Articles can replace ‘Table ‘A’ of the Companies Act. 
It is, perhaps, a little surprising that an Act as important 
as the Trustee Act is not more commonly appreciated by 
pension fund administrators. 

Certain pension arrangements — principally insured 
schemes, with the company as guarantor of a policy, or 
‘exchange of letters’ schemes which are generally unfunded 
— do not have trustees and are not bound by trust law. 
These are generally approved under section 388 of the 
Income Tax Act 1952 (section 222 of the 1970 Act). It is, 
however, useful for administrators of these schemes to be 
aware of the duties and responsibilities of trustees. 

- There are numerous rules applicable to trustees, for 
example: 

(a) the decision of trustees must be unanimous (the appoint- 
ment of a corporate trustee instead of individual trustees 
overcomes this difficulty); 

(b) a trustee who is one of two or more trustees may not 
resign so as to leave less than two. (The trust deed may, 
however, provide for removal of trustees to this end.) 

(c) a trustee may not benefit as a result of his trusteeship (thus 
care has to be taken where a trustee is also a member, and 
where augmentation of benefit is permissible). 


_ There are many ways in which trustees of a pension fund 
may be assisted to carry out their duties more smoothly. 
Many trustees delegate certain of their duties (provided 
they have power to do so in the trust deed) in a variety of 
ways. A custodian trustee may be appointed to hold 
investments. In some cases the power of sale and purchase 
is delegated, although a trustee can never wholly delegate 
the power of investment as he will remain ultimately 
responsible for the assets of the fund. 

The appointment of a corporate trustee has many 
advantages, one of which was mentioned at (a) above, but 
perhaps more important is the registration of investments 
in the corporate name.’’This avoids the necessity of re- 
registering securities which is necessary with every change 
of an individual trustee. Many trustees appoint com- 
mittees with delegated powers to deal with certain day-to- 
day aspects of running the fund. The best example of this 
is the exercise of the trustees’ discretion in the payment of a 
death benefit. 


Professional discipline 


Secondly, there is the question of standards, and the 
‘present lack of a professional discipline. It is one of the 
strengths of the occupational pension movement in_ this 
country that schemes are created for each special business, 
or even part of a business, and that within each scheme there 
is a great deal of flexibility. The disadvantage, on the other 
hand, shows up most vividly at the annual audit, where 
members of the accounting profession want to be shown a 
precedent for each proposed new course of action. Only 
time will create these precedents, but personally, I feel that 
it would be of immense benefit if the creation of a pro- 
fessional discipline could be accelerated so that there would 
be an independent body to whom reference could be made 
on difficult questions. . 

To quote one example from my own experience — many 
self-invested funds have acquired, through company 
mergers, benefits secured with life offices covering past 
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service rights of certain members. Generally these benefits 
are converted into paid-up contracts, and where possible a 
surrender value is taken. If it is decided not to take a 
surrender value, or one is not available, the exact asset value 
can be extremely difficult to determine without dispropor- 
tionate cost. 


Role of the manager 


Thirdly there is the specialist role of the manager. To be 
able to do his job properly, the manager must be a specialist 
in an incredible number of directions. Clearly he must be 
able to cope with such matters as accounts, banking and 
administration. He may also need to be familiar with stock 
exchange procedures, the property market and property 
management and life insurance. He will also need to be 
able, at least, to conduct an intelligent correspondence with 
the actuary. 

In quite a different direction he may be called upon to 
act as a sort of ‘personnel officer’ to retired members, and 
their dependants, to help with pre-retirement planning and 
probably to engage in certain aspects of pensioners’ welfare. 
He must be able to brief the fund’s solicitors on the question 
of drafting new rules, and also criticize the finished article. 
He may be called upon to frame the simplified booklet. 
In some cases he has responsibility for the investment of 
funds, ranging from day-to-day management to monitoring 
the arrangements. He is usually in direct contact with the 
superannuation funds section of the Inland Revenue deal- 
ing with this very specialist branch of taxation. 

At this point the reader may well wonder why anyone 
should wish to earn their living in this way. There is no 
doubt that despite all the problems raised here — and many 
more which apply differently to each fund —there is the 
challenge of managing a fast-growing business; the satis- 
faction of leading what is usually a very compact team to 
reach goals which sometimes seem impossible; and the 
reward of providing a service which cannot be described 
other than as socially desirable. 

How does the manager meet these challenges? The type 
of fund will have some bearing on this. It is possible to 
permutate almost any type from each of the following 
groups: 

From the administrative point of view an unfunded, 
non-contributory ‘exchange of letters’ scheme, probably 
approved under section 222, would make least demands. 
Records would consist of a copy of the ‘letter’ with a note 
of the individual’s date of birth and date of joining the 
company. Clipped to it would be the approval letter. One 
might even run to a diary card to show the date of emerg- 
ence of the pension. No accounts would be needed until 
payments-out commenced, no actuarial valuation, no 
investment problems. 

Contrast this with the arrangements of a large group 
which will consist principally of a contributory self- 
invested fund established under a trust deed with a 
corporate trustee; approved partly under 208 and partly 
under 222; with future service fully funded and past 
service partially so. In addition there will almost certainly 
be a whole range of closed schemes containing every one of 
the features tabulated. Here the demands can be enormous; 
but, to operate as efficiently as possible, machinery is set 
up to deal with the principal current schemes, tucking in 
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Trust deed | Individual Funded 
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integrated | Contracted- 
with State | out —-- 
scheme Policies Corporate Unfunded 
trustee 
Grantee Partially 
Participating funded 
Non- in 
integrated | graduated 
scheme Exchange | Company Book 
of letters reserves 


the closed schemes (hopefully on.a running-down basis) 
where possible. It makes no sense to generalize unless the 
scope of activity can also be considered, but there are some 
natural breaks: 


A. Members’ records 


(i) entry forms (including verification of birth/marriage 
details); 


(ii) registration for record purposes; 


(iii) record card for maintaining permanent information 
(e.g., date of birth, date of joining scheme) and variable 
data (e.g., last year’s contributions, details of depend- 
ants); 


(iv) change of status advice (e.g., change of scheme, with- 
drawal, retirement, death); 


(v) contribution collection — from member, from employing 
company; 


(vi) benefit emergence — calculation of withdrawal benefit, 
death benefit or pension. 


Possibly the social aspects such as pre-retirement training 
will find a home in this section. 
B. Beneficiaries’ records 
(i) deferred pension diary; 
(ii) pension payments record. 
Certain social aspects will be covered here, too, such as 
Christmas gifts, house magazine distribution, visiting 
schemes. 
C. Accounts 
(i) cash book (not many pages required but very wide ones); 
(ii) ledger. 
It may be found convenient in the case of funds with large 
numbers of transactions to retain ‘day books’ for, say, 
withdrawals, pension payments, investments and so on 
with the accountant making monthly entries. 

It is open for discussion whether income tax repayment 
claims are best dealt with by the accountant or in the invest- 
ment section. By leaving it to the investment section, there 
is a cross-~check with the accountant’s cash position. 

D. Investments 
(1) capital; 
(ii) income; 
(Du) monitoring; 
(iv) day-to-day investment (if applicable): 
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(a) Stock Exchange; 


(b) property; 
(c) short-term cash; 
(d) other opportunities. 


This in turn will demand analysis, purchase and sale 
proposals, dealing and so on. 


E. Policy and planning 

(i) keeping abreast of developments in: 
(a) state schemes; 
(6) competitors’ schemes; 
(c) other companies’ schemes; 

ii) up-dating information regarding: 
(a) Inland Revenue regulations and attitudes; 
(b) contracting-out; : 
(c) estate duty; 
(d) employees serving abroad. 


Much of this work is not, strictly speaking, within the 
trustees’ field but generally the manager necessarily has 
also to act as advisor to his company on matters of policy, 
as they are so closely related to the operation of the fund: 

Like any organization, the larger.the fund, the larger 
number of people will be employed, so that the manager 
has very often. to be his own personnel manager and some- 
times house manager, too. Very large funds may also have 
theiz own data processing unit which has to be managed 
and operated (frequently during very un-office-like hours). 


Costing of the fund 


It is difficult to gauge what it should cost to run a fund 
without knowing precisely what duties are undertaken and 
wha: results are expected. With an annually-recosted 
contributory scheme, it takes about one person to look 
after 1,000 members and this proportion is also about right 
on the payments side. As far as investments are concerned, 
basic monitoring and checking of capital and income may 
require one person for every 100 holdings (but, of course 
the amount of market activity on these holdings has a 
vitally important bearing). The accountant will probably 
be able to cope without qualified assistance, but the 
number of clerks required will vary with the complexity of 
the closed schemes being. handled and the number of 
participating companies paying contributions. 
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In money terms the costs of operation appear to run at 
between two and seven per cent of income. This figure 
includes fees, which can be as much as one-third of the 
total depending upon the use made of outside specialists. 

In a recent pilot survey conducted by the National 
Association of Pension Furds — which unfortunately was 
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too small to be statistically reliable — the average size func 
of those surveyed was £9 million, the average membership 
27,500 and the average number of pensioners 6,280. By 
far the most quoted discipline to which the manager: 
belonged was accountancy ~ one-third of all manager: 
being accountants. 





MANAGEMENT INFORNIATION 


Role of the Risk 
Manager 


HE risks to which the modern company is subject are 

manifold and the sums thai are awarded, particularly where 
personal injury is involved, are escalating. How then is the 
company to minimize the potential and actual losses that are 
incurred? , 

This is the function of the risk or insurance manager. Some 
losses will be inescapable and his objective will be to provide 
a cover that enables the company to absorb even catastrophic 
losses with the minimum cost Other risks may be controllable 
and here his function is to seek out and eliminate as far as 
possible the potential hazards to which the business is sub- 
jected. 

It is useful at this stage to pose a number of questions abou: 
the traditional attitudes to risk management: 

(a) A large part of insurance company premiums go in ad- 
ministrative costs. Does "be company always need to con- 
tribute towards those costs? | 

(b) Are we so obsessed with the small risks that really major 
ones go undetected? 

(ch Are loss prevention programmes subordinated to loss 
reimbursement programmes? 

{d Should risk management be entrusted to outside services? 

(e) What can be done to preserve markets for placing risk, 
particularly the major ones? 

The answers to these questions are the subject of an article 
by F. X. McCahill entitled ‘Avoid Losses Through Risk 
Management’, which appears in the May-June 1971 issue of the 
Harvard Business Review. Risk management is summed up as 
having three distinct facets: 

(a) Finding exposures to loss. 

(b) Eliminating exposures to loss and minimizing those that 

cannot be eliminated. 

(c) Instituting and administering programmes for absorbing 
losses or transferring the risk of losses. 


Exposure to loss 


There is a countless variety of potential losses. Some such as 
fire and burglary, are commonplace; others, which are not 
evident even to those most closely involved, are often thos= 
which carry the highest loss factors, e.g., the thalidomide case. 
Unless all these potential losses can be identified and dealt witk, 
the company is gambling in an area where its very existence 
may be at stake. . 

One of the problems is tc educate employees at all levels 
to be aware of potential loss situations, especially at the planninz 
period. All too often new plants are designed, legal contracts 
concluded, new products lauached, without any regard to the 
loss potential until disaster strikes. 


Recent history contains many examples of this. The thalido- 
mide case already quoted is one. Another, where the risk o 
catastrophe was fortunately discovered before it occurred. 
was the recent discovery of an explosives store within a mile 
of a power station dam. 

Clearly, managers will have as their priority planning the 
most effective production line, the most marketable product, 
and so on. Effective loss avoidance will therefore depend upon 
the continuous surveillance of a specialist — a specialist who can 
have close contact with managers at all levels and at the same 
time keep abreast of technological progress, whether in manu- 
facturing methods, criminal techniques, or new products. 

With so many uncertainties it is useful to map out what is 
required, for instance under the three most obvious categories 
of property, income and legal liability. 


Check list for property risks: 
Fire exposure. 
Smoking habits. 
Solvent use and store. 
- Hazardous operations. 
Good housekeeping. 
Rubbish build-up. 
Storage within reasonable limits. 
Earthquake, flood, explosion, and windstorm possibilities. 


Check list for income risks: 

Since loss of property usually entails loss of income, check all 
the items listed as for property. In addition: 

Dependability of components, power, and other services. 
Alternative sources for the above. 
Can access to the plant be cut off by weather or other hazard? 
‘Time needed to replace vital machinery. 
Labour supply position after short close down. 


Legal liability check list: 

As well as the ‘normal’ risks from bad driving, defective 
products, etc., we can add: 

What responsibilities does the company assume for the negli- 
gence of others in, for example, construction, leases, and 
other agreements? | 

Are we a pollution risk? 


Added to the above standard check lists will be the results 
of the risk manager’s own investigation into the company’s 
activities so that the lists are continuously updated. To this he 
may add exposure flow charts which incorporate all the 
questions for which he will need an answer in respect of impend- 
ing corporate developments. 


Minimizing exposure 

While it might be possible to eliminate nearly all risks, one 
might at the same time eliminate profits. To carry on a profitable 
enterprise will involve carrying essential risks. The first step 
is to make people aware of their blind spots as far as the risks 
that they assume are concerned, and for the risk manager to 
identify those managers who are prone to ‘sell the pass’ as far 
as the company is concerned. , 

An example of the latter quoted by Mr McCahill was the 
case of the customer relations executive who arranged a trans- 
atlantic flight on charter for 150 representatives of leading 
customers. He told the risk manager that the charter agreement 
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provided that the airline had.$50 million legal liabili-y insurance, 
so that they were covered; and would he sign the agreement, as 
they were due to take off ‘tomorrow? 

The charter document provided for $50 millicn insurance 
cover, but this included some $7 million for the aircraft hull 
alone and the small print contained the usual provisions 
limiting amounts payable to those provided for under the 
Warsaw Convention. Since the latter would not apply to the 
company which was chartering the plane, one can only guess 
at the liability that would have fallen on the company, should 
the plane crash with heavy loss of life. 


Transferring risk 


When all efforts have been made to minimize risk what steps 
should then be taken to minimize the effect on the profit and 
loss account of any losses sustained? 

One step is to provide for suitable insurance cover. The risk 
manager must appreciate, however, that from the insurers’ 
point of view the company is not in the same position as — 
for example — the individual home owner. The latter’s premium 
is largely a function of the combined loss experience of millions 
of policy-holders, while that for the company will be largely 
based upon its own claims history and its desirability as a risk. 

When selling his company’s risk to insurers, the risk manager 
must consider this emphasis. The insurer may be less impressed 
by a well-equipped plant, with sprinklers etc., peopled by dis- 
gruntled, ill-trained individuals, working under sloppy man- 
agement, than by a well managed wood frame, unsprinklered 
plant where people take a pride in operating a clean shop. 

‘The risk manager will also be vitally concerned with the 
precise terms of the cover taken out. It is little use covering a 
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risk with a standard policy, only to find when loss occurs that 
the particular causes of that loss are excluded from the policy. 
There is also the problem that insurance often covers only the 
intrinsic values of items, whereas their replacement will cost 
much more than that. This particularly applies to company 
records or drawings. 

All of this costs money, and the properly drawn up pro- 
gramme will not be complete without a statement of the overall 
cost of losses for the coming year, whether or not the loss is 
borne by the company or insured. The components of the risk 
manager’s budget for the year will be: 


(a) Installation and maintenance of loss-prevention facilities. 

(b) Money cost of normally expected losses. 

(c) Cost of insuring or otherwise spreading the risk of losses 
above normal, 


The latter aspect sometimes causes difficulties. The escalating 
size and cost of new plants and concentration of values in 


' specific units, either an individual location or piece of equipment 


— such as a jumbo aircraft — make insurers sometime reluctant 
or unable to continue to provide cover. 

In suc’ a situation, one must face the prospect of establishing 
a ceptive insurer. Because the same re-insurers are involved 
this is unlikely to generate more reserves against loss than a 
simple self-insurance plan. More likely to succeed is a captive 
insurer designed to service, not one company, but an entire 
segment of industry. 

The risk manager has to do with losses — their causes, costs, 
probabilities, possibilities, and prevention. This involves 


education of people in the organization, a constant surveillance 
of their activities, and the continuing search for new ways of 
loss prevention. 





Taxation 
Cases 


W. M. Robb Ltd v. Page 

In the High Court of Justice (Chancery Division) 
July 13th, 1971 

(Before Mr Justice Gorr) 


Income tax — Building company ~ Principal sharehoider having 
another company — Building of factory for that company — Build- 
ing of larger factory — Old factory sold — Whether a trading 
transaction — Income Tax Act 1952, section 270. 


The appellant, a company carrying on business as a builder, 
was controlled by Mr W. M. Robb, who had another company 
(Road Machines), for which the appellant built a factory in 1951, 
and let it to Road Machines. That factory became too small for 
Road Machines, and the appellant purchased another piece of 
land on which it built a new factory for that company. The 
appellant sold the old factory in its accounting period ended 
September 3oth, 1963, for £68,857. It. had contracted a 
mortgage of {19,650 to finance the erection of the old factory. 

In the appellant’s books there was an account in the name of 
the old factory, and this account was debited with the cost of 
labour and materials and 4 per cent for overheads. The costs 
were capitalized and not brought into the appellant’s trading 


account except the 4 per cent. While the appellant owned the 
old factory Road Machines paid a rent which commenced at 
£600 a year and ended at {2,500 a year. As the lessor the 
appellant was granted industrial building allowances in respect 
thereof. 

It was contended on behalf of the appellant that there was no 
evidence that the old factory was trading stock; that it was 
a fixed capital asset of the appellant; and that the £68,857 was 
not a trading receipt. It was contended for the Revenue that 
the tactory had been built and sold by the appellant in the 
ordinary course of its business; and that the surplus was 
assessable to income tax. The Special Commissioners decided in 
favour of the Revenue. 

Held: the Special Commissioners’ decision was correct. 


Willingdale v. Islington Green 
Investment Co 


In the High Court of Justice (Chancery Division) 
July 2oth, 197 
(Before Mr Justice Gong) 


Corporation tax — Charges on income — Yearly interest — Paid to 
executors of shareholder — Close company ~ Executors also 
participators — Associates — Whether interest a charge on com- 
pany’s income ~ Whether testator’s will a settlement — Finance 
Act 1936, section 21 (9) — Finance Act 1943, section 20 ~ Income 
Tax 1952, section 411 (2) — Finance Act 1965, sections 49, 51, 52, 
Schecule TI, paragraph 9, Schedule 18, paragraphs 1, 4, 5, 6 (3). 


During the relevant period the company was a close company, 
and Charles Michell and John Michell were participators but 
not whole-time service directors. Charles, however, was a 
director. They, together with another person not a shareholder, 
were also the executors of A. H. Michell deceased, and were 
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residuary legatees and also entitled to pecuniary legacies under 
the deceased’s will. At the time of the appeal hearing the 
deceased’s shares had not been transferred into the names of 
the executors, and the adminis-ration of the estate had not been 
completed. 

The company paid an amount of yearly interest, £1,827, to 


the executors. It was not in dispute that this sum consisted of ` 


payments within section 52 (3) (a) of the Finance Act 1965 and 
was, therefore, a charge on the company’s income. The question 
in the case was whether it was an ‘other distribution’ within 
section 52 (2), and so non-deductible because of the extended 
meaning given to ‘distribution by paragraph o (1) of Schedule 
II to the same Act. 

It was contended for the Revenue that the £1,827 was such a 
distribution because (i) it was a payment made to a director 
(Charles) and to associates of his within paragraph 5 (b) of 
Schedule 18 to the Finance Act 1965 the other two executors 
being associates because all three executors were trustees of a 
disposition — settlement within section 411 (2) of the Income 
Tax Act 1952, namely, the will of the deceased; (ii) the executors, 
as such, had a fiduciary interest within paragraph 5 (c) in shares 
of the company which were part of the deceased’s estate; (iil) 
all three executors were beneficially interested as legatees in the 
deceased’s shares. 

It was contended for the company (1) that paragraph 9 (1) (a) 
of Schedule 11 applied either to a participator or to associates 
of a participator, but not to toth; (11) that paragraph 5 (b) of 
Schedule 18 was not applicable because the deceased’s will was 
not a settlement within secticn 411 (2) of the 1952 Act; (iit) 
that paragraph 5 (c) of that Schedule was also non-applicable 
because the executors were not as such interested in the de- 
ceased’s shares; (iv) that paragraph 5 (c) was not applicable 
for the further reason that Charles and John could have no 
beneficial interest in the deceased’s shares while the estate 
was still being administered. 

The Special Commissioners decided in favour of the com- 
pany. 

Held: the £1,827 was a distribution to a participator and his 
associates, who had a fiduciary interest in the deceased’s shares; 
and that, therefore, the £1,827 was a distribution, and was not 
deductible for tax purposes in the company’s computation. 


CIR v. Greaves 


In the High Court of Justice ‘Chancery Division) — 
July 6th, 1971 
(Before Mr Justice Gorf) ` 


Special charge — Decision reducing aggregate investment income — 
Dividend declared on April 2rd, r968 — Payment of dividend 
postponed to April 18th — Waether decision affecting taxpayer's 
liability — Finance Act 1968, sections 41, 42, 50. 


The taxpayer held £7,000 o-dinary stock in a company, and 
on April 19th, 1968, he received a dividend of £210 in respect 
thereof. For some time the company had made up its accounts 
to January 31st, and had paid the final dividend at the end of 
March or the beginning of April. On April 3rd, 1968, interim 
and final dividends on the ordinary stock were declared, and it 
was resolved that the dividend on the ordinary stock be paid on 
April 18th. At previous annual general meetings no reference 
to the date of payment of dividends had been made. The 
directors and secretary had for some time prior to 1968 con- 
sidered the postponement of the annual general meeting to give 
more time for the production of the accounts and the annual 
report; and following the Budget speech introducing the special 
charge they decided to reccmmend the payment of the final 
dividend for 1968 on April 18th, 1968. ; 
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The taxpayer contended that ‘aggregate investment income’ 
in section 50 (1), of the Finance Act 1968, did not mean that 
income for 1967-68 alone; that, alternatively, if the phrase had 
to be so read, there was no action or decision taken by anyone, 
which had resulted in his aggregate investment income for that 
year being reduced; and that as there was no entitlement to 
the dividend until the resolution was passed, and as the resolu- 
tion itself provided for payment on April 18th, there had been 
no postponement of entitlement so as to prevent the dividend 
from being income of 1967-68. The Special Commissioners 
decided in favour of the taxpayer. . 


Held: ‘aggregate investment income’ meant that income for 
1967-68; the dividend resolution was a decision preventing 
the {210 from being the taxpayer’s income for 1967-68; al- 
though receipt of the dividend was postponed, the entitlement 
to zi o not; and the {210 was income of the taxpayer for 
1967-68. 


CIR v. Babcock & Wilcox Ltd 


In the High Court of Justice (Chancery Division) — 
July oth, 1971 e 
(Before Mr Justice GOFF) 


Profits tax — Double taxation relief — United Kingdom company — 
United Kingdom subsidiaries - Trading losses of principal com- 
pany — Profits made by subsidiaries from United Kingdom trade — 
Large foreign income of principal company — Grouping notice — 
Whether subsidiaries’ profits part of principal company’s profit 
~ Finance Act 1937, sections I9, 20, 22 ~ Income Tax Act 1952, 
section 347 — Double Taxation Relief (Taxes on Income) (Canada) 
Order 1946 (No. 1585). 


The respondent, a United Kingdom company with United 
Kingdom subsidiaries, suffered heavy trading losses in 1960 and 
1961, while the subsidiaries made large profits. The profits 
made by the subsidiaries were derived from trading in the 
United Kingdom. The respondent itself had a large income 
from abroad, and this was more than sufficient to offset its 
trading losses even without bringing in the subsidiaries’ profits. 

The respondent gave a grouping notice under section 22 of 
the Finance Act 1937. In 1960 the respondent’s profits tax 
income, not taking into account the subsidiaries’ profits, was 
either £287,705 or £252,069, according to whether the sub- 
sidiaries’ profits could be treated as profits of the respondent. 
The subsidiaries made a profit of £402,715, and that increased 
the {287,705 to £690,420, and the {252,069 to £654,784. 
The profits tax assessment on the £690,420 would be £81,987 
and on the £654,784 it would be £77,756. On the overseas 
income about £430,000 was paid in overseas taxes. AR 

It was contended for the Revenue that it was entitled to a 
credit for £81,987 for 1960; and that thus its liability to profits 
tax was discharged. It was contended for the Revenue that the 
credit for foreign tax should be limited by reference to the 
£252,069, which gave a figure of £29,933, leaving a balance of 
£47,823 of profits tax payable by the respondent. 

The case for the Revenue was based on the proposition that 
the effect of section 22 (1) of the Finance Act 1937, which deals 
with grouping notices, was merely to transfer the liability of a 
subsidiary to the principal company, and not to make the 
subsidiary’s profit to be part of the principal company’s profit. 
The case for the respondent was that the effect of section 22 
was that the subsidiary itself had no liability to profits tax, and 
could not be separately assessed; and that all its profit bad to 
be treated as if it were profit arising from the principal com- 
pany’s trade or business. The Special Commissioners decided 
in favour of the respondent. | 


Held: the Special Commissioners’ decision was correct. 
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LETTER FROM AMERICA 


A Frozen Economy ? 


Vy months and years must pass before we shall 
know the full meaning for the dollar and for gold of 
the Administration’s New Economic Policy, the price and 
dividend effects will emerge much more quickly. Ob- 
servers are already asking what will happen the week after 
Guy Fawkes’s Day, when the price and wage freeze intro- 
duced on August 15th is due to come to an end. Mr Arnold 
Weber, Executive Director of the newly set-up, Cabinet- 
level Cost-of-Living Council, has described himself as the 
‘go-day wonder’. But the responsibilities and problems of 
enforcing the freeze are rapidly spreading to accountants 
and others in the thick of the business world. 

The first question is whether the freeze can be enforced 
at all. Governor Preston Smith immediately challenged the 
whole concept of President Nixon’s programme as in- 
compatible with the laws of Texas. Although a federal case 
bas been brought against the position taken by the Texas 
Governor, many exceptions have already been made. 

Seasonal price movements, without which farmers and 
commodity traders could not survive, may continue 
throughout the go-day cooling-off period. Stock prices are 
unaffected, as are stock-market commissions — although 
these seem to be settling at a flat-rate of + cent per share 
even under the present system of negotiated commissions 
on transactions over some {£200,000 equivalent. Retail 
prices of food, tobacco, petrol, and other products where 
competitive manceuvring is commonplace in America will 
remain free to move upward, so long as they are merely 
smoothing out kinks in the chart. 

Official eagerness to avoid a burdensome system of 
controls is clearly reflected in the mechanisms adopted to 
- police price changes. The Cabinet-level Council will be 
small, and its members presumably preoccupied with many 
other affairs of state. Day-to-day enforcement has been 
delegated to the Office of Emergency Preparedness — 
headed by a retired general and described by Business 
Week as ‘one of Washington’s sleepier agencies’. ‘The OEP, 
in turn, has delegated much of the detailed work to Local 
Service and Compliance Centres staffed by the Internal 
Revenue Service. Like the tax experts who work with it on 
their clients’ other. affairs, the IRS will hardly wish to 
build this new activity into a rigid structure comparable to 
those erected during the Korean War and World War II. 

Yet, even under this loose set of rules, difficult decisions 
` are having to be made by business. With interest rates held 
steady and dividends frozen, ‘growth companies’ are ob- 
liged either to disappoint their shareholders or to seek out 
some way in which to show that increased dividends had 
already been promised before the freeze began. 


From Our New York Correspondent 


Unless (as seems unlikely) the freeze is totally abandoned 
at the end of its go-day span, the dividend standstill 
opens an unpleasant prospect for investors. They have, 
moreover, been disturbed by a recent controversy over the 
accuracy of profit statements in general and, in particular, 
the reliability of reports on quarter-to-quarter and even 
year-to-year trends. A past member of the Government’s 
Council of Economic Advisers has suggested that the 
widening gap between shareholder reports and tax returns 
may spring from a dramatic deterioration in accounting 
practices. 

Since these two types of report are prepared with different 
objectives, 1t has always been accepted that they would be 
unlikely to show the same profit total. Increasing disparities 
have arisen from differing depreciation practices, differ- 
ences in foreign tax and income figures in consolidated 
reports to shareholders, and the special treatment ac- 
corded by American tax law to the bonds of state and local 
governments. In its August Monthly Economic Letter, 
First National City Bank points out that such differences 
have now become so marked that the petroleum companies 
report twice as much after-tax profits to shareholders as 
to the Revenue authorities, while transportation and power 
companies and financial institutions show smaller but still 
corspicuous variations. 

Critics have picked upon the way in which the Office of - 
Business Economics — the arm of the Department of 
Commerce which publishes the official national income 
statistics — has had to make larger and larger revisions to its 
anrual pronouncements on profits. The downward re- 
vision for the year 1970 was the equivalent of some £2,500 
million, representing a cut of more than 7 per cent in the 
figure published earlier this year. But those who are 
questioning the figures have overlooked the fact that the 
earlier estimate was not strictly comparable; like the figures 
compiled by the Federal Trade Commission/Securities and 
Exchange Commission and various business analysts, it 
was based on company reports to shareholders, whereas 
the later revisions adopt Internal Revenue returns and 


. definitions. 


As a further twist of the knife, it has been claimed that 
accountancy firms cannot even be relied on to give a fair 
picture of their own profits. A correspondent, quoted in a 
recent issue of The New York Times and claiming to be a 
company finance officer, demanded that accountancy 
firms be required to prepare financial statements certified 
by outsiders just like any other company. It seems that this 
demand is receiving an extremely chilly reception within 
the profession. 
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Spey Investments’ Problems 


HIS week’s reprint is from the accounts of Spey Invest- 

ments Ltd, a company that was a good idea. But like other 
good ideas in the past and dotbtless like others in the future, 
Spey Investments outgrew the strength of the idea. 

It is undoubtedly a fact that, without considerable discipline 
and even possibly the kind of discipline that goes with bene- 
volent dictatorship, the good icea kind of company is liable to 
run into problems. A textile company, for example, that has the 
idea of concentrating on just tvo or three particular lines can 
flourish to a degree, but when those responsible for the idea in the 
first place want to see their company grow they have to take it 
into other textile areas. In doimg so they run contrary to their 
original intention which was to essen the textile risk by speciali- 
zation in special profitable secters. 

The industrial holding com>any or conglomerate that sets 
out to be disciplined in its acqu sitions and in the areas in which 
it is to expand, but then loses zhat discipline and falls into the 
trap of acquisition for acquisitian’s sake has lost the idea of the 
whole business. To some extert, this is the kind of thing that 
has happened to Spey. | 

The 1970 accounts which cover 18 months’ operation are, in 
fact, a matter of history but as history they are decidedly 
interesting. 


Disagreement 


Spey Investments was set up tc be the private company invest- 
ment vehicle for a group o institutions, including Royal 
Insurance and the pension fands of the Electricity Supply 
Industry, Unilever, ICI, Barc ays Bank, and J. Lyons: That, 
basically, was the ‘idea’ behinc Spey — that the company, with 
these institutional shareholde-s, would acquire interests in 
unquoted companies with a view to building up those companies 
either for flotation or for the disposal of part or all of the 
interests. 

But since the end of last year the good idea came unstuck. 
Spey was pushed substantial y into new development, and 
particularly into financial areas Disagreement developed inside 
the group on the way that Spey was being expanded. Unilever 
Pension Fund pulled out and 30 did Mr Charles Gordon, the 
founder of Spey. He sold his rote-controlling equity stake and 
departed. 

Spey Finance was set up as a merchant banking and finance 
company with Sir Paul Chambers at its head and Lord Chalfont 
in immediate charge. But Spev Finance has already been sold 
to First National Finance Cormoration and Spey Investments’ 
intention to sell its 35 per cent stake in the Spey Westmoreland 
property organization, througk which fairly extensive property 
interests were being marshalled, has been announced. 

The decision has been taken to get back to Spey Investments 
first principles and to get back, in fact, to the original good idea 
of investing in unquoted companies and providing venture 
capital, 


Write-off 

Spey Investments’ accounts cever 18 months and were drawn 
up on the advice of the auditors, Cooper Brothers, to comply 
with the Institute’s recommendations. The accounts consist 


basically of a consolidation of the accounts of the company and 
its dealing and service companies, referred to as the Investment 
Group, and a separate consolidation of the accounts of the 
trading subsidiaries and associated companies referred to as the 
Trading Group. 

In their report the directors state they consider that ‘overall 
the group’s investments will prove rewarding’, but that it has 
been thought ‘prudent to make at this stage a critical examina- 
tion of all of them and to create special provisions, where 
deemed necessary, against diminution in value’, The report 
also records ‘firm action to curb the losses in the trading 
subsidiaries, some of which have now been sold’. 

The accounts show £665,934 provided for ‘permanent 
diminution in the value of investments’. Paragraph (c) (iii) in the 
Basis of Accounting in the notes to the accounts of the Invest- 
ment Group states the basis of the write-off. The write-off 
virtually matches the 18 months’ losses of subsidiaries in the 
trading group, but this is a matter of coincidence. 


Costly 
The 18 months’ trading losses are detailed in the directors’ 
report in terms of trading area. The report item runs: 


The turnover and losses before exceptional items and taxa- 
tion of the activities of the trading subsidiaries for the period 
may be summarized as follows: 











Turnover Losses 

7 £000 £,000 

Machinery and plastic products SS 1,211 492 
Development and technological processe — 50 
Retail fashion wear he i 776 36 
Garages and taxi services 232 8 
Brush products .. 133 74 
£.2;362 £660 





Since December 31st, 1970, the subsidiaries engaged in 
garages and taxi services and brush products have been sold. 

It is hardly surprising, in view of the 18 months’ figures, the 
losses shown and the write-off required, that some of Spey’s 
institutional shareholders became a little perturbed concerning 
the course that the company was taking. The new range of 
diversification this year, which followed Spey Westmoreland’s 
acquisition of Hallmark Securities, served to increase the 
disturbance. 

Spey Investments now seems to have worked its way back to 
the original ‘good idea’ but the process of getting back has 
inevitably been costly. in terms of finance, prestige, and morale. 


Forty Years On 


NE of the earliest of this column’s points in the persuasion 

of improved company reporting was that the inclusion of 
the chairman’s statement with the annual accounts was useful 
simply because not all shareholders could get to annual meetings, 
because profit and loss accounts and balance sheets needed 
explanatory comment, and because general company com- 
mentary came better with the accounts so that all shareholders 


THE 
September 2nd, 1971 


received the same information at the same time. 

This, to the present generation, may seem elementary, but 
in the dark ages of forty years ago it was revolutionary. There 
was talk of ‘debasing the company meeting’ and suchlike stirring 
stuff, and much muttering by those (and they were in the 
majority in those days) who thought shareholders a necessary 
nuisance to be tolerated rather than informed. 

Nevertheless, the revolution went on and gradually a state- 
ment with the accounts came to be accepted practice and is now 
commonplace. But even today there are still converts. At the 
annual meeting of The British & Commonwealth Shipping 
Company, the chairman, Sir Nicholas Cayzer, opened his 
remarks to shareholders with the enthralling words: ‘You will 
have received the report and accounts and have noted that this 
year my statement is incorporated in them. This, for us, is a new 
departure but it is in line with current practice and I think 
helpful to the reader.’ 


The Other ICL 


IMES change. When the shares of the Denbyware company 


were marketed in the spring of last year, a feature was made 
of the company’s associated concern, International Ceramics 
Ltd, which co-operates with Rolls-Royce in the manufacture 
and sale of pre-formed ceramic cores used in the aero-engine 
industry. Inevitably, the 1970-71 Denbyware report has to deal 
with the changed Rolls-Royce situation. Denbyware’s share of 
the full provision in the ‘Ceramics’ accounts agezinst amounts 
due by Rolls-Royce was £99,350, and that more than accounts 
for the fall from £740,705 to £698,203 in group pre-tax profits. 

‘Ceramics’ — which is this column’s abbreviation as against 
the initials ICL used in Denbyware’s report — is still largely 
dependent on business from Rolls-Réyce and its sub-contractors, 
and although it is currently doing enough business to earn 
modest profits, its future will be substantially affected by the 
final decision concerning the RB 211 engine. 

After all the events of the past few months and despite the 
currency upheavals, the chances, at the time of writing, would 
seem to be in favour of RB 211 engine production being con- 
tinued. But Denbyware’s chairman cautiously states that if that 
does not prove to be so ‘we shall have to consider whether ICL 
is a viable operation in its present form’. And in case there are 
any readers starting from the bottom, ICL in this instance means 
International Ceramics Ltd. 


Aberdare Stocks | 


HINNEY MURRAY & CO, as auditors of Aberdare 

Holdings, the electrical equipment group, make a point 
in their report that the accounts ‘amplified by Note 11’, give a 
true and fair view. Note 11 refers to stocks and work in progress 
which have been valued at the lower of cost, inclusive of a 
proportion of overheads, or net realizable value. Progress 
payments in connection with contracts in progress have been 
deducted. On that basis the figure in the group accounts: is 
£6,528,000 against £6,122,000. 

Note 11 adds, however, that at one subsidiary a new mechan- 
ized stock recording system was introduced and, due to recording 
and other transitional problems, a new basis has been used which 
the directors believe to be fair and reasonable, to estimate the 
labour included in work in progress. On the basis of this method, 
the opening balance of stock and work in progress was reduced 
by £200,000. 

The overheads included in work in progress heve now been 
revised at three subsidiaries on a basis which brings them into 
line with the method used in the other subsidiaries of the group. 
The effect of the change was to benefit the result of the period 


by £390,000. 
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Ada (Halifax) 


EAT MARWICK MITCHELL & CO qualify their report 

to the members of Ada (Halifax) Ltd on points developing 
oct of the company’s acquisition of Lloyds Retailers. On 
acquisition it was found that putting Lloyds’ accounting basis 
for television rental assets and income on to the Ada basis 
involved major writing down of sets by £57 million. 

In the absence of audited accounts of Lloyds for the second 
half of the Ada financial year to December 31st, 1970, the 
auditors were unable to form an opinion of Ada’s proportion 
of any profit or loss of Lloyds for that period, nor as to the 
need for any provision in that respect. 

Neither were the auditors able to satisfy themselves on 
whether or not there was cover for the income brought into 
Ada’s accounts and the accounts of one of its subsidiaries in 
1g69 and 1970 by way of dividends from Lloyds and certain of 
its subsidiaries out of their accounts for the 12 or 18 months’ 
period to June 30th, 1970. 


Chairman's Warning 


IGURES do not always truly reflect facts. Lord Aberconway, 

chairman of John Brown & Co, warns readers of the com- 
pany’s accounts against drawing quick conclusions from a rise 
of some £9°3 million in stock and work in progress to £37°98 
million, and an increase from {91:34 million to {114-27 
mon in turnover. | 

All subsidiaries, Lord Aberconway says, have been ex- 
erzising a high degree of restraint in capital expenditure, and 
have been intensifying their efforts to reduce their use of working 
capital. The volume of stocks and work in progress is being 
subjected in each case to a particularly close scrutiny. To draw 
okvious conclusions from the figures could be misleading — 
partly because progress payments vary from contract to con- 
tract; partly because of the incidence of delivery and invoicing ` 
planned forward output; and partly because of the volume of 
work in progress to the planned forward output which cannot 
readily be adjusted to the actual output achieved. 

The John Brown Company, it should be pointed out, is no 
longer concerned with shipbuilding. Machine tools, chemical 
engineering and pipelines, containers, trailers and commercial 
vehicle bodies, and general engineering activities, are the John >- 
Brown business now. 


Erosion of Margins 


UCH reorganization and redevelopment has taken place 

in the Greenwood & Batley engineering group of late, 
but the chairman, Mr A. C. M. Sigsworth, has to report to 
shareholders ‘one of the most disappointing years in your 
company’s recent history’. Although turnover was up from 
£2,779,781 to £3,144,717, trading profits fell from {110,587 
to £23,965 largely because of the erosion of margins in the 
second half of the financial year to early April. The main 
trouble arose in the traditional products at Leeds where output 
requirements. were not met and there was a consequent in- 
crease in work in progress. 

Which leads to Peat Marwick Mitchell & Co’s report being 
made ‘subject to Note 12 which refers to the bases of valuation 
of stocks of material and work in progress in certain instances’. 
Note 12 says that stocks of materials are valued at the lower of 
cost or net realizable value and that work in progress is valued 
at the lower of cost (being the sum of the cost of materials, 
labour and certain works overheads) or net realizable value, less 
instalments received under contracts. 

These bases, the note states, are consistent with those of 
pr2vious years. In maintaining them, net realizable values should 
not be adversely affected by possible trading changes. 
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Consolidated Profit and Loss Account of the 
investment Group (note 1) fer the eighteen months to 
31st December 1970 


Year to Eighteen months to 
30th June 1969 31st December 1970 
f; £ £ 
260,966 Income {note 2) 572,325 
183,723 Operating profit before interest mote 3) 223,144 
Less: 
interest payable: 
32,592 To Shareholders on loan stock: 234,633 
4,128 To others on bank overdraft ad short term loans 67,688 
33,720 302,321 
450,003  (Loss)/Profit before taxation (79,177) 
Less: 
Texation (note 4) 
64,806 Corporation tax — 
Payments to subsidiaries in the Trading Group 
— in respect of group taxation rel ef 20,000 
64,806 20,050 
85,197 (Loss)/Profit after taxation (99,177) 
~ Less: 
Exceptional items 
Payments to subsidiaries in the Trading Group in 
respect of group taxation relie relating to a 
— prior year 20,540 
Taxation provisions of prior years no 
(3,577) longer required (20,540) 
(3,577) EN 
t f 
(Loss)/Profit after taxation 
81,620 and exceptional items (99,177) 
Provision for permanent diminus‘on in l ' 
— value of investments (see page [ :36]} (665,934) 
(Loss){Profit to the investment Group 
attributable to the shareholders vf 
81,620 Spey Investments Limited (765,111) 





The notes on pages [335] to [34] form part of these Accounts. 


Consolidated Balance Sheet of the Investment Group 


(note 1) as at 31st December 1970 


30th June 1969 


£ £ 
Employment of Capital 
Fixed Assets 
Leasehold property, furniture and fittings and 
26,643 motor vehicles, less depreciation (note 5) 148,491 
500 Patents at cost, less amounts written off — 
27,143 
1,386,873 investments in the Trading Group—Unqueted (note 6) 
— Loans Receivable (note 7) 
1,414,016 
Current Assets 
193,234 Balances with bankers 8,515 
222,000 Money at call and at short notice 67,000 
23,085 Sundry debtors 24,186 
438,319 99,701 
Less: 
Current Liabilities 
25,216 Sundry creditors and accrued liabilities 271,567 
49,163 Bank loan and overdrafts (note 8) 143,317 
64,790 Corporation tax 44,250 
54,232 interim dividend, gross — 
193,401 459,134 
Excess of Current Liabilities over Current Assets 
244,918 (1969 Net Current Assets) 
1,658,934 
Capital Employed 
610,000 issued Share Capital of Spey Investments Limited (note 9) 
11,434 (Deficit)/Reserves (note 10) 
621,434 
4,037,500 Shareholders’ Loan Stocks (note 11} 
1,658,934 Shareholders’ Investment 
— Short Term Loans 
1,658,934 


Directors: S. Paul Chambers 
Julian Salmon 


The notes on pages [335] to [336] form part of these Accounts. 


Hst December 1970 


£ 


148,491 
6,522,745 
298,275 


6,969,511 


(359 ,433) 


6,610,078 





910,000 
(577,427) 


332,573 
5,087,500 
5,420,073 
1,190,005 


6,610,078 
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Balance Sheet as at 31st December 1970 


30ch June 1969 
£ 
Employment of Capital 
Fixed Assets 


24,898 
(22,924) 


1,345,919 


1,347,893 


475,765 - 


222,000 
21,052 


418,817 


11,180 
48,548 

5,250 
54,232 


419,210 


299,607 


1,647,500 





610,000 


— 





610,000 
1,037,500 


4,647,500 


1,647,500 





Leasehold property, furniture and fittings and 
motor vehicles, less depreciation (note 5) 


interests in Consolidated Subsidiary 
Companies (notes 1 (b) (i) and 12) 


Investments in the Trading Group 
Unquoted (note 6) 


Loans Receivable (note 7) 


Current Assets 

Balances with bankers 

Money at call and at short notice 
Sundry debtors 


Less: 

Current Liabilities 

Sundry creditors and acerued liabilities 
Bank loan and overdrafts (note 8) 
Corporation tax 

Interim dividend gross 


Excess of Current Liabilities over Current Assets 
(1969 Net Current Assets) 


Capital Employed 
Share Capital (note 9) 
Deficit (note 10) 


Shareholders’ Loan Stocks (note 11) 


Shareholders’ investment 


Short Term Loans 


Directors: S. Paul Chambers 
Julian Salmon 


31st December 1970 


£ 


6,580 
67,000 
16,800 


90,380 


163,057 
107,122 
5,250 


—= 


275,429 





The notes on pages [335] to [336] form part of these Accounts. 


£ 


141,311 
63,882 


6,372,954 
179,116 


6,757,263 


(185,049) 


6,572,214 





910,000 
(615,291) 


294,709 
5,087,500 


5,382,209 
1,190,005 


6,572,214 


Sa 


Notes on the Accounts of the GËT Group 


1. Basis of Accounting 


(a) As will be seen from the directors’ report, the main activity of Spey Investments 
Limited (“the Company") is to acquire interests either directly or through one of its 
subsidiary or associated companies, in both quoted and unquoted companies with a view 
to building them up and subsequently disposing of part or all of such interests. This 
policy may result in a company which is acquired becoming, temporarily at feast, a 
subsidiary by virtue of the holding being in excess of 50%. 


(b) On the advice of our auditors it has now been decided to present the accounts of 
Spey Investments Limited and its subsidiary and associated companies on the following 
bases im- 


(i) Ia addition to the balance sheet of the Company, consolidated accounts have 
teen prepared for Spey Investments Limited and its wholly-owned dealing and 
service companies, Spey Securities Limited, Spey Nominees Limited, Spey (Old 
Jewry) Limited and Spey Management Services Limited. This group, which 
incorporates holdings in companies which are intended to be retained on a long 
t2rm or permanent basis, is referred to as the ‘Investment Group”. 


(ii) A. separate consolidation has been prepared in respect of the subsidiaries and 
associated companies of the Company which fail under the description given in (a) 
asove. For the purposes of these accounts these companies are described as the 
“Trading Group”. Associated companies are defined as companies in which the 
Company, or one of its subsidiaries, holds not less than 20% and not more than 
5C% of the equity capital and to some extent participates in the management. 


(c) Io preparing these accounts the following policies have been adopted:— 


{i} Income received or receivable from companies in the Trading Group has only been 
inzluded in the consolidated profit and loss account of the Investment Group if it 
is a fair charge for the services performed and can be met out of profits of the 
pzying company earned in the same period. i 


Gi) Dividends received or receivable from companies in the Trading Group are included 
in the consolidated profit and loss account of the Investment Group:— 


(oi only to the extent of the profits shown in the consolidated accounts of the 
Trading Group before appropriating such dividends; 


(b) where they represent a direct offset for interest charges payable by the 
Investment Group in respect of money borrowed for investment in the 
company paying the dividend. 


(iii) Except as stated below interests in companies in the Trading Group are 
maintained In the books of the Investment Group at cost and are not adjusted 
annually to reflect the profits or losses made by them. If, however, in the opinion 
of the directors the value of an interest in a company in the Trading Group has 
been permanently diminished by reason of losses made, or for other reasons, an 
appropriate amount is written off to reduce the book value to its estimated present 
worth, 


(For space reasons, it has been necessary to omit Notes 2 to 15 from this reprint.) 
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Consolidated Profit and Loss Account of the Trading 
Group (note 16) for the eighteen months to 31st 
December 1970 ) 


Consolidated Balance Sheet of the Trading Group 
(note 16) as at 31st December 1970 : 














Year to Eighteen months to Cth June 1369 31st December 1970 
30th June 1969 34st December 1970 £ -> £ e 
£ £ £ 
750,453 Turnover {note 17) 2,361,767 Employment of Capital 
Operating Loss of the Subsidiaries in the Trading 310,658 ` Fixed RE (note 20) i 634,512 
{56,825} Group (note 18 (653,773) Goodwill, Patents and Development Expenditure 
Share of Losses less Profits of Associated 246,026 {note 21) 87,878 
11,902 Companies (1969 profits) (67,500) interests in Subsidiaries not Consolidated 
Seen Ee 631 {note 22) 579 
(44,923) Loss before Taxation (727,273) Investments 
R = Quoted (note 23) 1,511 
Taxation {note 19) 934,076 Associated companies—unquoted (note 24) 6,184,836 
Associated companies: Ses 
6,635 Corporation tax 16,092 6,186,347 ° 
1,028 Geen 2,131 
ubsidtaries: 
— Deferred taxation 641 201 E 
Group taxation relief received froma 231 Stacks (note 25) 461,978 
— subsidiary in the Investment Group (20,000) 174,550 Debtors and prepayments 433,468 
dee l E , 14,346 Cash and bank bal 
7,663 (4.136) e ash and bank daiances 35,876 
EE et 390,127 
(52,586) Loss after Taxation (726,137) i see a 934,322 
7 Exceptional items 1,881,518 7,840,638 
Amount written off investments "pn subsidiaries 
— not consolidated (note 16 (a)) (40,295) ee 
— Goodwill written off (157,613) oe SN 
GEN Development expenditure written off i Current Liabilities : 
(445) Formation expenses written off ` ` (2,339 198,090 Bank overdrafts (note 26) 271,264 
{17,205} Debts due by associated company written off anes 265,734 Creditors and accrued expenses 719,824 
(26,790) (272,990) kee Corporation tax 25,786 
Less? 463,824 1,016,874 
— Profit on sale of lease 15,500 PF 
2,500 Royalties receivable a Kee 6,823,764 
Group taxation relief received froma 
subsidiary in the Investment Group relating ; 
— to a prior year 20,540 Less: 
E 67,980 Deferred Liabilities (note 27) 210,941 
(24,290) (236,950) ——— ees 
l e < 1,349,714 6,612,823 
(76,876) Loss after Taxation’ end Excefctional Items (963,087) iene 
Less: e 
12,011 Minority Interest 1,324 Capital Employer 
E Investments by Spey Investments Limited 
(64,865) (961,763) 1,386,873 and its dealing and service subsidiaries 6,522,745 
L {50,735} Deficit (note 28) (357,321) 
ess: SE Soe oe 
Provision for permanent dim.nution in value of 1,336,138 6,165,424 
investments made in Consolidated Accounts 13,576 Minority Interests 30,732 
— of Investment Group (see page [334]) 665,934 SS Loan (note 29) 416.667 
Loss of the Trading Group attributable to Do a ee 
Shareholders of Spey investrrents Limited 1,349,714 6,612,823 
in respect of: 
(69,104) Subsidiaries (254,572) 
4,239 Associated companies (41,257) 
joie Directors: S. Paul Chambers 
(64,865) (295,829) Julian Salmon 





The notes on pages [335} tc [336] form part of these Accounts. The notes on pages [335] to [336} form bart of these Accounts. 





Notes on the Accounts of the Trading Group 


16. Basis of Consolidation 


The basis of consolidation is as follows:— 
(a) The consolidated accounts include the accounts ofall subsidiary companies other than:— 

(i) the wholly owned dealing and service subsidiaries included in the Investment 
Group. 

(ii) Seagull Holdings Limited and Glass Fibre Design Limited, for which no accoun:s 
are available; these two companies have both ceased to trade and the 
investments in them have been fully written off. 

(iii) Spey Finance Limited and Film & General! Investments Limited which had not 
commenced to trade at 3ist Dezember 1970. 

(b) The accounts of four subsidiaries, Crofton Limited, Felday Garage Limited, William 
Blood Limited and Western Brush Comoany Limited have been prepared as at 30th 
September 1970. The directors consider it impracticable to change the accounting date 
to coincide with that of che Company because any benefit would be out of proportion 
to the expense involved. The accounts of a subsidiary, The Excellent Raincoat, Le Roi 
du Caoutchouc, S.A. have been includec for the two-year period ended 31st December 
1 


(c) The associated companies falling within the Trading Group have been defined in 
note 1 {b}. The appropriate share of the profits and losses of these companies, with the 
exception of those relating to Spey Westmoreland Properties Limited, has been included 
in the consolidated profit and loss account, and in the consolidated balance sheet the 
cost of the relevant investments has been amended accordingly. The amounts used for 
the above purposes are based on audited accounts and/or the unaudited management 
accounts of these companies covering the period from 1st July 1969, or from the date 
of acquisition if later, up to 3ist December 1970. The results of Spey Westmoreland 
Properties Limited have been omitted because to obtain figures which could be used 
for consolidation purposes would cause delay to the completion of the consolidated 
accounts cut of proportion to the value to the members of the Company. 


(Notes 17 to 37 have been omitted for space reasons.) 
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LTHOUGH it probably failed to recognize the fact at the 

time, the City has had a summer break. The break has 
arisen from the effect of industrial disputes, strikes and wage 
demands. But it is now a case of back to work. 

The plight of the steel industry, the massive demands made 
on the engineering industry and the resumption of strikes in the 
motor industry are all reminders that come spring and summer 
budgets and floating exchange rates, the British industrial 
disease remains uncured. 

In fact, the industrial disease appears to be thriving with far 
more virility than British industry itself. There are times when 
both the disease and industry can thrive, with industry manu- 
facturing its own strength to absorb the wasting power of the 
disease. 

But not now. Industry and the City have to appreciate that 
the summer lull is over and that preoccupation with such 
gadabout things as floating exchange rates was, in fact, just pre- 
occupation. The real business that matters — economic industrial 
output — is every bit as difficult to attain as it was before the lull. 

The real business of trying all over again to get to grips with 
inflation is still as vital as ever, and so far as one can judge by 
current events just as unsuccessful. Against this background it is 
decidedly interesting to imagine the source of all the predictions 
of 1972 as an equity boom year. 





Ka * Ka Ka 


TOCK-MARKET trend is the result of a majority of 
people — an increasing majority — thinking the same way. 
If enough people insist that 1972 is going to be an equity boom 
year irrespective of the present bleak industrial prospect, then 
there will probably be enough buying of shares this year to 
push the equity market higher before next year dawns. There 
will also probably be enough New Year Resolution-type of 
buying in 1972 to see equity prices rising further. 
But by then 1972 will have to begin to deliver the boom goods. 
There will have to be some industrial facts and figures, and some 
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economic facts and figures, that will justify not only further 
advance in equity prices but the ruling level. The stock-market 
may then find itself once again long on hope and short on facts. 


Ka * * * 


HAT could bolster the stock-market is a move to lower 

interest rates. These notes are being written before what 
could be a crucial Bank rate decision, but lower Bank rate as a 
British widow’s mite towards the easement of the currency war 
is a probability rather than a possibility. At the same time there 
is likely to be a still wider gap than there is already between 
Bank rate as an external measurement and Bank rate as an arbiter 
of internal interest rates. The new code of money control 
between the Bank of England and the money and credit in- 
dustry is expected to lead to the installation of much more 
sophisticated interest rate machinery than changes in Bank rate. 


* Ka * * 


RAWING conclusions from examination results is a 

hazardous business, but the results of the first full examina- 
tions for Stock Exchange membership have created keen inter- 
est. Of candidates taking the paper on the interpretation of 
company reports and accounts, 70 per cent passed; there was a 
pass rate for the tax paper of as high as 75 per cent, while there 
was a 72 per cent pass rate for technique of investment. 

But there the success story ended. Only 47 per cent of the 
entrants were successful with the paper on Stock Exchange 
practice. Is it easier to be an accountant, an investment manager 
or an investment analyst than it is to become a stockbroker? 

Or is it simply that the initial entrants for the Stock Exchange 
examinations were already employed in stockbrokers’ and 
jobbers’ offices, and whereas they felt the need to swot up on 
the first three papers, they thought they knew all that was 
necessary to know about stock exchange rules and regulations — 
and so many came a cropper? 


RATES AND PRICES 


Closing prices, Tuesday, August 31st, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44% ; 
24% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 9, 1967 ai «> , O Feb. 27, 1969 si. co > we 
Nov. 18, 1967 .. sto ME Mar. 5, 1970 he s. Fk 
Mar. 21,1968 .. e i” April 15,1970 .. ege" "EE 
Sept. 19, 1968 .. ae a April 1, 1971 Di is "DN 
Finance House Base Rate — September rst, 1971. 64% 
Treasury Bills 
June 25 £5°5917% July 30 -» £5°5642% 
July 2 ra a> £5°5925% Aug. 6 e £5°6301% 
July 9 7 .. £5°5700% Aug. 13 »» £5°7252% 
July 16 -- 4553906% Aug. 20 .. £58288% 
July 23 , £5°5638% Aug, 27 , £5°8052% 
Money Rates 
Day to day .. 4-54% Bank Bills 
7 days ge 44-52% 2 months 54-6% 
Fine Trade Bills 3 months -- 54-6% 
3 months .. 64-74% 4 months el. §$4-0% 
4 months .. 64-74% 6 months 563% 
6 months .. 62-72% 


Foreign Exchanges 


New York 2°4600 Frankfurt 8:3525 
Montreal 2'4930 Milan I5II'50 
Amsterdam .. 8-4625 Oslo 16:9785 
Brussels 118-85 Paris 13°5800 
Copenhagen .. 18-0225 Ziirich 98100 
Gilt-edged 
Consols 4% CS ex" 2am Funding 64% 85-87 .. 86% 
Consols 24% Ge ee ae Savings 3% 65-75 .. 897% 
Conversion 34% .. .. 38%xd Treasury 9% 1994 . . 1002 
Conversion 5% 1974 .. 97% Treasury 64% 1976 .. 98% 
Conversion 6% 1972 .. 100} Treasury 34% 77-80 .. 80% 
Funding 3% 99-04 .. 46} Treasury 34% 79-81 .. 783 
Funding 4% 60-90 so OS Treasury 5% 86-89 .. 703 
Funding 54% 78-80 .. 89% Treasury 54% o8-12 .. 623 
Funding 54% 82-84 .. 84} Treasury 2$% .. 274xd 
Funding 52% 87-91 .. 75% Victory 4% Zi Je 
Funding 6% 1993 e , 72% War Loan 34% .. -- 30% 





EQUIPMENT NOTES AND NEWS 


Flashback Card 
System 


IN addition to the ever-increasing paperwork with which ac- 
countants in practice and industry are beset, they could be 
almost submerged under the volume of circulars, brochures, and 
other mailings that arrive on their desks and find their way to 
waste-paper baskets. There is thus the possibility that useful 
information is lost for ever, because of the lack of a selective 
system. A move to resolve this situation has been made by Desk 
Data with their Flashback Card system. 

The system consists of a small desk-top cabinet containing 
cards for some 700 participants, each giving details of their 
financial services and expertise. These are then divided into 
12 categories, for example, merchant banking, building societies, 
insurance companies, and data processing services, with each 
section preceded by a grid mdex giving all the companies’ 
names in that section. 

To introduce this concise new aid on a scale large enough to 
ensure mass usage and standardization of data control, the 
Flashback system is being presented free of charge to 25,000 


- qualified accountants in practice, industry, financial institutions, 


and local authorities. There will, however, be a nominal charge 
of {3°15 for repeat orders of the total set of cards, although a 
new set of cards will be distributed to users each year, in order 
that obsolete cards can be discarded. 

The reason for the low cost to accountants — or whosoever 
wishes to take advantage of the service — is that the participants 
pay £182 per card, with a discount of 10 per cent for additional 
cards filed in other categories; they supply their own text. 

Desk Data Ltd, 35 Montpelier Vale, Blackheath, London 
SE3. 


National Insurance Franking Machines 


NEOPOST’S National Insurance franking machines make impres- 
sions on to National Insurance cards, thus eliminating the risks 
associated with using adhesive stamps. Whilst proof of purchase 
is not evidence of affixing and cancelling adhesive stamps, the 
franked stamp system provides built-in proof of payment and 





Roneo Neopost Franking Machine. 
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T146 Cheque Signer. 


automatic cancellations. This is well worth consideration when, 
at current rates, many cards carry values of between {100—-{150 
at certain times of the year, and the employer has the responsi- 
bility of making good any loss by fire, forgery, or mis- 
appropriation. 

Contributions franked up to date and those not yet franked 
are shown quite distinctly as the machines have separate meters 
for each class. Subsequent to the due date of contributions, they 
are totalled at each rate and duly listed on a special form which 
is sent with an appropriate cheque for the grand total to the 
Post Office. The forms thus constitute a cumulative record of 
contributions paid. 

All Neopost National Insurance franking machines are 
available on rental terms from Roneo Neopost Ltd, Roneo 
House, 74 Upper Richmond Road, Putney, London SWrs. 


Triple Control Cheque Signing 


HALSBY & CO, of Protectograph House, London, are out to dispel 
doubts and worries about the safety of a company’s cheque- 
signing procedure by their controlled signature machines. They 
have perfected triple control systems consisting of dual key 
control, counter/register control, and locked vault control. 

As the term implies, the dual key control means that two keys 
are required before the machine can be used; the executive 
responsible for signing cheques holding one of them, and the 
operator retaining the other. When the executive is away from 
the office for any reason his key can be handed to another 
official without loss of control. 

To maintain a counter/register control there are non- 
resettable counter readings, used in conjunction with the 
signature register, and as every cheque signed is counted by the 
machine, the signing official merely has to compare counter 
figures with the number of cheques authorized. 

With the locked vault control, cheques cannot be touched by 
operators and others during and after a signing operation. After 
the cheques have been signed they are ejected and stored in a 
locked container (which is a part of the machine), and this can 
only be opened by an authorized official with a key. 

‘The model that has the above attributes is the T146 (pictured 
above) and is sold outright at a basic price of £598, but with an 
optional device for rapidly feeding-in 500 cheques for signature, 
costing an additional £186. 

Halsby & Co Ltd, Protectograph House, 102 Tollington 
Park, London N4. 








she ab ie ou SL area aa 
THE 


September 2nd, 1971 


Letters 


Extraordinary Items and Prior-year 
Adjustments 


SIR, — The recent exposure draft ED 5 of the Accounting 
Standards Steering Committee needs to be considered in 
conjunction with Recommendation 18 in the series of Recom- 
mendations on Accounting Principles issued by the Council 
of The Institute of Chartered Accountants in England and 
Wales. 

Paragraphs 11 and 41 to 46 of Recommendation 18 are the 
parts relevant to ED 5. They stress the importance of achieving 
a true and fair view and they make only one concession to the 
principle of passing everything through the profit and loss 
account, thus: “This does not, however, prevent wholly excep- 
tional items of material amount which do not relate to the 
accounting period from being taken direct to reserves if a true 
and fair view will be better presented in that way.’ 

It does not seem reasonable that members of the Institute 
should be invited to comment on ED 5 without first being told 
(a) what is alleged to be wrong with Recommendation 18, and 
(6) which parts of that recommendation would be withdrawn 
in the event of ED 5 being issued as a formal statement by the 
Accounting Standards Steering Committee. Or have we 
reached such a stage of ‘go-go’ that anything so ancient as 
Recommendation 18 (1958) is now to be ignored anyway? 

On the substance of ED 5 one may fairly ask: 


(1) It contains several requirements for disclosure of the 
‘nature and size’ of items. Why ‘size’, not ‘amount’? 
Would the Accounting Standards Steering Committee 
condone a disclosure of a ‘big’ loss on the closure of a 
factory? 

(2) Merely because an item falls within an arbitrary definition, 
why should it be required to be shown after striking a 
figure called the ‘results derived from ordinary activities’? 
And why should another item be required to be omitted 
from the profit and loss account because it falls within 
another arbitrary definition? The directors have a clear 
responsibility to show a true and fair view and if they 
consider that this would best be done by showing an 
amount representing the profit or loss recognized in the 
account, with appropriate disclosure of certain items by 
note or by unextended inset, then it is their duty under 
the Acts so to do. If the auditors take a different view it 
is their duty so to say. 


Recommendation 18 is based on the vital need to achieve a 
true and fair view. In contrast, ED 5 would place directors in 
the position of having to argue not whether they are giving a 
true and fair view but rather whether a particular item is ‘extra- 
ordinary’, ‘exceptional’ or a ‘prior-year adjustment’ according 
to an arbitrary set of rules. This is not progress. The poor 
shareholder will find his accounts even harder to read and less 
understandable. 

One may also fairly ask why ED 5 has been exposed in so 
untidy a form. Part 3, which sets out the proposed ‘standard’, 
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is largely repetitive of Part 1, called ‘explanatory note’, while 
Part 2, called ‘definition of terms’, repeats in abbreviated form 
definitions already given more fully in Part 1. 
Yours faithfully, 
F.C.A. 


Unremunerative Tax Gathering 


Sir, — Once again my blood pressure rises as the first of the 
1971—72 provisional assessments arrive in the office. ‘They are 
prepared, typed, posted, recorded, filed, and the Collector 
notified. The client re-posts to his accountant’s office where the 
appeal is prepared and posted, and then some further filing. 
The Collector will send out his second and final applications ` 
none the less. 

Heaven knows what cost in terms of labour, postage, and 
expensive paper is involved in dealing with just one notice, yet 
the Revenue issues them by the million. "To all concerned this is 
sheer wasted effort. 

Our files are cluttered with these indices and a host of other 
forms, reminders and threats of various hues, so much of which 
are unnecessary and through pressure of work remain un- 
answered. 

Surely it is not beyond the co-operative genius of the Revenue 
and Parliament to eliminate most of this colossal wastage of 
labour and material. 

Yours faithfully, 
TORA DATA. 


SIR, — Now that service charges including accountancy are rising 
sharply, I wonder if, in the case of incomplete record accounting 
and the small trader, we are not wasting the country’s resources. 

The basic concept is that accounts for taxation should be 
based on ordinary commercial principles with some con- 
ventions to ensure uniformity. This concept, as the tax com- 
putation implies, treats the account for taxation as what we now 
call a spin-off from the account prepared for the ordinary 
commercial purposes of showing profit, assets, investment, etc. 
Its cost as such may be considered cheap. 

But what happens when — as in the majority of small traders’ 
cases — the account is prepared from simple records exclusively 
for the ascertainment of tax liability? The keeping of simple 
records, bank accounts, invoices, visits to the accountant and 
stock-taking for the preparation of accounts cannot take much 
less than half an hour per day, and may be said to consume time 
and energy to the sum of say £3 per week (£150 odd per year). 
The accountancy charges seem to cost about another £50 per 
year. 

The Inland Revenue have to check accounts, computations, 
raise queries, assessments, appeal notices, arrange Commis- 
sioners meetings, prepare PAYE systems in the case of small 
limited companies and collect the tax. It must cost it at least 
another {50 in the case of the average small trader who does 
not usually attend to such matters with any speed. 

The cost, then, in time of traders (who must have some sort 
of badly needed enterprise to be in business at all), and of 
accountants and tax officials who must have spent a deal of the 
country’s time in training and acquiring skills and knowledge, 
cannot be much less than £250 per annum for each account 
prepared for taxation purposes. 

It seems therefore that, unless the tax charged exceeds £250 
per annum, it is costing the community more to collect than it 
receives. On the obviously limited information I have, there 
seems a likelihood that for the small trader the difference 
between the cost of collection and the tax collected could be £25 
to {50 million per annum. 

Yours faithfully, 


Bedworth, Warwicks. ALEX HARRISON, F.c.c.A., F.C.LS. 


STUDENT ROUNDABOUT 


Private Tuition in Accountancy 


‘PRIVATE accountancy tuition is provided 
by rapacious profiteers who travel to and 
from the Dorchester in Viz E-types.’ 
So runs the myth about private tutors, 
but alas the reality is far less exciting. 

Undoubtedly they do make money, 
but no more so than any successful 
accounting practice. In particular, those 
tutors who run residential courses work 
very long hours indeed, and therefore 
their profits cannot be said to be excessive. 
But how has the myth arisen? It is their 
success that has generated envy and 
prompted the criticism to which they 
have been subjected recently. Yet their 
success is based on providing articled 
clerks with what they want — that is, to 
pass their examinations with as little 
difficulty as possible! 


Value for money 


At present there are three types of 
education for articled clerks: corres- 
pondence courses; private pre-examina- 
tion tuition; and courses at polytechnics. 
The value for money given by corres- 
pondence courses is beyond question, but 
the majority of articled clerks have 
demonstrated their preference for oral 





Terence Webb, who is in the Birming- 
ham office of Thomson McLintock & 
Co, is a member of the ACASS Execu- 
tive but is here expressing his own 
personal opinions. 


A Personal View 


by TERENCE WEBB (Birmingham) 


tuition and this is only provided by 
private tutors and polytechnics. Private 
tutors have been more successful here 
because their proprietorial interest keeps 
them more firmly attuned to students’ 
needs, and because of the public sector’s 
reluctance to provide short revision 
courses. 

Measured by their success in getting 
articled clerks through their examinations, 
private tutors provide a very good service. 
However, they are open to criticism 
on three fronts: 


(1) the pre-examination courses are 
costly and can be ill-afforded by 
poorly paid students; 


(2) there is no regulation of the entry 
of persons into the field of tuition; 


(3) their organization, the Association 
of Independent Tutors in Account- 
ancy, would seem to be less than 
effective in regulating this sector. 


These defects can be remedied. 
Eighteen-month payment schemes could 
be instituted: this would mean that a 
residential Final course would cost 
approximately {12 a month, and this 
would bring such courses within the 
budget of even the most lowly paid. The 
Institute could inspect the tuition centres 
and inaugurate a system of accreditation 
whereby entry into the field of tuition 
could be restricted to those qualified to 
teach. Until such a system came into 
force, AITA could guarantee that, in the 
event of the failure of a member-firm, 
students who had paid for a course with 
that tutor would be placed on courses at 
other member-firms. At the moment 
students have no such safeguard. 


Best solution 


ACASS is seeking the establishment of 
Schools of Account but these will only 
exist in “Tir-Na-Nog’, the land of eternal 
promise. The best solution in the short 
term is to regulate the private tutors so 
that the benefits of their training are 
available to all. 
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LIVERPOOL TAX SEMINAR 


IN an attempt to encourage more partici- 
pation in its education programme, 
Liverpool CASA are doing away com- 
pletely with lectures of general interest 
and are concentrating on talks and 
seminars of purely educational content. 

The first whirl in this sphere will be an 
intensive taxation seminar to be held in 
the Library, 5 Fenwick Street, on 
October 1st, led by Mr J. R. Bartlett, 
A.C.A., of Caer Rhun Hall. The morning 
session will be orientated to Part I 
students when the subject will be 
‘Schedule D’; the afternoon session will 
be for Part II students when aspects of 
capital gains tax will be dealt with. 
The content of both sessions will be 
geared to the practical application of the 
subjects as opposed to pure theory. 
There will be a modest fee of rop for 
each session which includes light re- 
freshments. 

Would-be attenders should inform 
the Association’s secretary, Jonathan 
Mounsey, c/o The Library, 5 Fenwick 
Street, Liverpool 2, as soon as possible. 


CHESTER AND NORTH WALES 
MEETINGS 


FOLLOWING some lengthy negotiations 
with Flintshire Technical College, the 
Chester and North Wales Branch of the 
Liverpool CASA has at last finalized 
its first three programmes of lecture 
meetings. The first of these, on Septem- 
ber 14th, will be on ‘Branch accounts’, 
followed by ‘Hire-purchase and invest- 
ment accounts’ on September 21st, and 
‘Auditing’ on October 5th. All the 
meetings will be held at the College, 
commencing at 7 p.m. 

Those members of the Branch, as well 
as Liverpool students resident in Wirral, 
wishing to attend should contact the 
Branch Secretary, Bob Parry, 153 Hermi- 
tage Road, Little Saughall, Chester. 


CREDITORS’ MEETING AT 
HUDDERSFIELD 


Unper the chairmanship of Mr B. Ward, 
F.c.A., there is to be a mock creditors’ 
meeting on October 12th, for members 
of the Huddersfield CASS. Commencing 
at 7 p.m., the meeting will be held at 
Huddersfield YMCA and the committee 
hopes that members will make every 
effort to attend. 


TENNIS TOURNAMENT 


For tennis enthusiasts of both sexes 
Liverpool CASA are holding their annual 
tennis tournament on Friday, September 
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roth, at the Vagabonds LTC. For the 
first time, a ladies’ competition will be held 
and those interested in showing how good 
they are at the game should communi- 
cate with Susan Howard, telephone 236 
7825. 

There will be a disco held at the club 
in the evening and a bar extension has 
been granted - members can be 
guaranteed a ‘good night’s entertain- 
ment’. 


WEST WALES AT NOTTINGHAM 


West Wares CASS will be well repre- 
sented by strong teams competing in the 
main events of the Nottingham sports 
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fiesta on September 24th (‘Roundabout’, 
August 19th). A coach taking the 
Society’s teams will leave Swansea late 
on Thursday and hotel accommodation 
has been booked for both Thursday and 
Friday nights. 


The all-in cost, which includes not 
only travel, accommodation, and entrance 
fees, but also considerable aprés sports 
activities on Friday night, is £7-50. Those 
members of the Society wishing to take 
part in the fiesta and to enjoy the sub- 
sequent entertainment should send a £2 
deposit without delay to Roy Blake, the 
Society’s lecture secretary, c/o Deloitte & 
Co, P.O. Box 60, Midland Bank Cham- 
bers, Castle Square, Swansea SA1 1DU. 
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MUSIC AND FUN AT 
PORTSMOUTH 


‘A VAST supply of free beer, cider and 
food” will be available at Portsmouth 
CASS ‘Bacchus Binge Orgy of Music 
and Fun’ which takes place on Saturday, 
September 11th, commencing at 8 p.m. 
until the early hours. 

There will be a disco, and tickets 
costing 85p single or £1-65 double are 
available from Geoff Brown, the Society’s 
secretary, c/o Morris Crocker & Co, 102 
Victoria Road North, Portsmouth, or any 
committee member. 

As the event is expected to be over- 
subscribed, it is advisable to apply for 
tickets without delay. 


Eventful Year for 


London Chartered Accountants 


Se London and District Society of Chartered Accountants 
has arranged a very extensive programme of conferences 
and courses for 1971-72, and copies of the full programme, 
complete with tear-off application slips for every course, have 
been sent to over 17,000 chartered accountants who are mem- 
bers or eligible members of the Society. 

The number of events is double what it was only six years 
ago and indicates the tremendous popularity of these activities. 
Those who attend find themselves exposed to new ideas and 
to the experience of others, and they come again. This exposure 
is particularly useful to members in commerce and industry 
who, perhaps, do not have as much opportunity as those in 
practice to meet their opposite numbers. The variety of the 
programme is so wide that there can hardly be an accountant 
who will not find many of the events in his or her interest to 
attend, particularly as the 80 or so speakers contributing to the 
programme are all experts in their respective fields. 

A selection of some of the events follows: 

Management: Whole-day courses will be devoted to ‘Man- 
agement accounting for small- and medium-sized businesses’ on 
October 8th and ‘Corporate planning’ on February 11th, 1972. 
In addition, there are two half-day courses on “The assessment 
of capital projects’ on November sth and March gth, 1972. 

Computers: There are three whole-day courses on com- 
puters: “The appreciation of the principles of computer audit- 
ing’ on December 3rd; ‘An introduction to computing for 
accountants’ on December roth (suitable for members in 
industry, commerce and practice), and finally ‘Developments 
in computer auditing’ on April 7th, 1972. 

Auditing: In addition to the two courses on computer 
auditing there will be a whole-day course on ‘Development of a 
training programme’ on November 2nd and a residential 
conference on ‘Auditing problems’ from April 2oth-22nd, 1972. 

The Smaller Business: Following last year’s successful 
residential conference for the small practitioner and the smaller 
firm, a follow-up conference has been arranged from March 
23rd-25th, 1972, on ‘Problems and opportunities’. There is also 
an evening meeting on ‘Sources of finance for the smaller 
business’ on February 22nd, 1972. 

Taxation: The twelve events arranged for the season cover a 
wide variety of subjects in the field of taxation. Naturally, 


emphasis has been given to the Finance Act 1971 with an 
evening meeting on September 30th, a whole day on ‘Tax 
planning — 1971 and after’ which is a joint meeting with the 
Holborn Law Society, on October gth, and two residential 
conferences — the first on ‘The Finance Act 1971’ from October 
29th-3oth, and the second on ‘Company tax problems’ from 
February 24th-26th, 1972. With an eye to the coming problems 
relating to value added tax, a whole-day course has been 
arranged for November 18th. 

Spread throughout the winter season are meetings and courses 
on such subjects as the taxation of gifts, loans, options, joint 
property, providing for retirement, tax pitfalls for the innocent, 
a whole-day meeting on ‘Appeals to the Commissioners by 
accountants’, and an evening meeting on the attractions of 
investment in woodlands. A joint meeting with HM Inspectors 
of ‘Taxes will be held on the evening of February 17th, 1972, on 
‘Management, mechanization and the Revenue’. 

Practice: A residential conference on “The use of life 
assurance in financial planning’ from January 2oth-22nd, 
1972, will be attended by accountants, solicitors, life assurance 
brokers, and members of life assurance companies; and closer 
to home an evening meeting concerning the Institute’s ‘In- 
demnity insurance scheme’ will take place on October rgth. 

General Interest: In the light of negotiations with the EEC, 
a residential conference has been arranged on ‘Europe — a 
commercial introduction’. There is a whole-day course on 
‘Investigations and valuations of businesses’ on January 18th, 
1972, and two evening meetings covering ‘Directors’ special 
interests’ on December 7th and ‘Staff salary administration’ 
on April 19th, 1972. 

On a more informal and social level, when members are wel- 
come to bring their wives and guests, are the Society’s luncheon 
meetings. This year’s speakers are Sir Gilbert Inglefield, past 
Lord Mayor of London, on October 26th; Sir Leonard Barford, 
the Chief Inspector of Taxes, on November 23rd; Mr Dick 
Taverne, Q.C., M.P., on January 26th, 1972, and Mrs Shirley 
Williams, M.P., on March 7th, 1972. 

One of the most popular events of the year amongst members 
is the annual dinner and dance which will take place on March 
17th, 1972; and the year closes with the annual general meeting 
on May 18th, 1972. 
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September 2nd, 1971 


The Institute of Chartered Accountants 
in England and Wales 


Findings and Decisions of the Disciplinary Committee 
of the Council of the Institute at hearings held on 20th July 1971 


1. A formal complaint was preferred 
by the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That Marlene Lilian Barrell a member 
of The Institute of Chartered Account- 
ants in England and Wales has been 
adjudged bankrupt within the meaning 
of clause 21 (4) of the Supplemental 
Royal Charter 

In that she on 4th May 1971 was 
adjudged bankrupt. 


Finding 
The Committee found that the formal 


complaint against Marlene Lilian Barrell, 
A.C.A., had been proved. 


Decision 


The Committee ordered that Marlene 
Lilian Barrell, A.C.A., of Mayfield, 
Llanover, Abergavenny, Monmouth- 
shire, be excluded from membership of 
the Institute. 


2. A formal complaint was preferred 
by the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council : 

That John Malcolm Beal a member of 
The Institute of Chartered Accountants 
in England and Wales has failed to 
satisfy a judgement debt within the 
meaning of clause 21 (4) of the Supple- 
mental Royal Charter 

(a) In that he having on 21st March 

1971 had judgement entered by the 
High Court against himself and 
another in favour of a limited 
company in the sum of £2,549°79 
and costs failed to satisfy the said 
judgement 
and that John Malcolm Beal a member 
of The Institute of Chartered Account- 
ants in England and Wales has been 
guilty of acts or defaults discreditable 
to a member of the Institute within the 
meaning of clause 21 (3) of the Supple- 
mental Royal Charter 
(b) In that he without good cause 
failed to reply to a letter dated 11th 
March 1970 addressed to him by 
the Institute. 


Finding 
The Committee found that the formal 


complaint against John Malcolm Beal, 
F.C.A., had been proved under both heads. 


Decision 


The Committee ordered that John 
Malcolm Beal, F.c.a., of 3 Holmdene 
Avenue, North Harrow, Middlesex, be 
excluded from membership of the 
Institute. 


3. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That Herbert Arthur Coates a member 
of The Institute of Chartered Account- 
ants in England and Wales has been 
guilty of acts or defaults discreditable to 
a member of the Institute within the 
meaning of clause 21 (3) of the Supple- 
mental Royal Charter 

(a) In that he without due cause failed 

within a reasonable time to reply to 
a letter dated 23rd April 1970 
addressed to him in his professional 
capacity by a firm of chartered 
accountants 

(b) And in that he without due cause 

failed within a reasonable time to 
reply to a letter sent to him on 18th 
March 1971 by the Institute. 


Finding 
The Committee found that the formal 


complaint against Herbert Arthur Coates, 
F.C.A., had been proved under both heads. 


Decision 


The Committee ordered that Herbert 
Arthur Coates, F.C.A., of 37 The Market 
Place, Macclesfield, Cheshire, be repri- 
manded. 


4. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
linary Committee of the Council: 

That Samuel Gerald Moss a member 
of The Institute of Chartered Account- 
ants in England and Wales has been 


guilty of acts or defaults discreditable 
to a member of the Institute within the 
meaning of clause 21 (3) of the Supple- 
mental Royal Charter 

In that he, despite having on 21st July 
1970 been reprimanded by the Disci- 
plinary Committee of the Institute for his 
failure to reply within a reasonable time 
to a letter addressed to him in his pro- 
fessional capacity on 26th July 1962 by 
the Board of ‘Trade nevertheless, and 
without good cause, had not by 28th 
April 1971 answered the said letter. 


Finding 

The Committee found that the formal 
complaint against Samuel Gerald Moss, 
F.C.A., had been proved. 


Decision 

The Committee ordered that Samuel 
Gerald Moss, F.c.a., of Flat 11, No. 1 
Hyde Park Square, London W2, be 
reprimanded. 


5. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That a member of The Institute of 
Chartered Accountants in England and 
Wales failed to pay a subscription pay- 
able by him to the Institute within the 
time permitted by clause 21 (7) of the 
Supplemental Royal Charter 

In that he failed within four months of 
the same becoming due to pay a sub- 
scription for the year 1970 payable by 
him to the Institute under clause 11 of 
the Supplemental Royal Charter and bye- 
law 41. 


Finding 
The Committee found that the formal 
complaint had been proved. 


Decision 

The Committee ordered that the member 
be admonished but the Committee 
decided that there existed special cir- 
cumstances justifying the omission of his 
name from the publication of the Finding 
and Decision. 
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6. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That a member of The Institute of 
Chartered Accountants in England and 
Wales has been guilty of acts or defaults 
discreditable to a member of the Institute 
within the meaning of clause 21 (3) of the 
Supplemental Royal Charter 

In that he without good cause failed 
within a reasonable time to reply to a 
letter dated 4th January 1971 addressed 
to him by the Institute. 


Finding 
The Committee found that the formal 
complaint had been proved. 


Decision 


The Committee ordered that the member 
be admonished but the Committee 
decided that there existed special cir- 
cumstances justifying the omission of his 
name from the publication of the F inding 
and Decision. 


7- A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That Malcolm Llewellyn Sizer having 
been a clerk under articles has been 
guilty of criminal offences which, ac- 
cording to the criminal law in force as at 
23rd September 1965, would then have 
constituted felonies or misdemeanours 
which might render him unfit to become 
a member of the Institute under the 
meaning of clause 22 (a) of the Supple- 
mental Royal Charter 

In that he on 15th October 1970 was 
convicted of five charges of theft, one 
charge of making false entries with intent 
to defraud, five charges of forgery, five 
charges of obtaining money on a forged 
document, one charge of falsifying a 
record, two charges of deliberately 
destroying a record and one charge of 
deliberately concealing a record. 


Finding 
The Committee found that the formal 


complaint against Malcolm Llewellyn 
Sizer had been proved. 
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Decision 


The Committee ordered that Malcolm 
Llewellyn Sizer, formerly a clerk under 
articles, now in HM Prison, be declared 
unfit to become a member of the In- 
stitute. 


8. A formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Disci- 
plinary Committee of the Council: 

That a former clerk under articles has 
been guilty of an act or default which 
might render him unfit to become a mem- 
ber of the Institute under the meaning of 
clause 22 (a) of the Supplemental Royal 
Charter 
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In that he on or about 19th March 1971 
without authority took for his own use 
the sum of {15 the property of a firm of 
chartered accountants to a partner in 
which firm he was then articled. 


Finding 
The Committee found that the formal 
complaint had been proved. 


Decision 


The Committee ordered that the former 
clerk under articles be reprimanded but 
the committee decided that there existed 
special circumstances justifying the omis- 
sion of his name from the publication of 
the Finding and Decision. 








Notes 
and 
Notices 





PROFESSIONAL NOTICES 
H. J. ANDERSON & Co, Chartered Ac- 


countants, announce that Mr H. J. 
ANDERSON, F.C.A., the founder of the firm, 
is retiring after approximately 45 years. 
Mr A. J. ANDERSON, F.C.A., is taking into 
partnership Mr R. E. ROWLEDGE, A.C.A., 
and the firm will continue to practise 
under the same name from the present 
address, Sardon House, 103 Bristol Road, 
Edgbaston, Birmingham B5 7TZ. 


COOPER BROTHERS & Co and COOPERS 
& LYBRAND announce that Mr 
CHRISTOPHER NORMAN LAINE has been 
taken into partnership. He will be the 
resident partner in the Southampton 
office which opens on September 13th 
at Scottish Life House, New Road, 


COMPANY 


Telephone 01-834 2002 (4 lines) 


Southampton. Telephone Southampton 
32772. 

The partners of Everett, PINTO & Co 
announce with deep regret the death of 
their senior partner, Mr J. W. LANE, 
F.C.A., on Sunday, August 22nd. 

PANNELL FITZPATRICK & Co, Chartered 
Accountants, announce that they have 
opened an office at 3 Eastgate, Lincoln, 
with Mr IAN CRUICKSHANK CURD, F.C.A., 
as resident manager. 


RAWLINSON, GREAVES & MITCHELL, 
Chartered Accountants, regret to an- 
nounce the death on August 24th of their 
former senior partner, Mr J. W. G. 
MITCHELL, F.C.A. 


SILVER, ALTMAN & Co, Chartered Ac- 
countants, of High Holborn House, 52-54 
High Holborn, London WCrV 6RT, 
announce with deep regret the death on 
August 23rd of Mr E. E. W. Bugs 
F.C.A., one of their partners, after a short 
illness. 


SPOFFORTH, Hews & BurN and WEsT, 
BARRETT & Co announce that as from 
June 3oth, 1971, they have agreed to 
amalgamate their separate accountancy 
partnerships in West Sussex. The part- 
nership will practise under the existing 
names. Mr STANLEY A. SPOFFORTH and 
Mr Ernest M. WEst cease to be partners 
as from June 3oth, but are continuing as 
consultants. 


Toucue Ross & Co announce that Mr 
R. L. HURLEY, F.C.A., and Mr D. J. 
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KEEVIL, A.C.A., were admitted to partner- 
ship in the UK firm on September rst, 
1971. The new partners will be located in 
the firm’s London office. 


TuRNER, Hutton & Lawson, Char- 
tered Accountants, of Glasgow, announce 
that as from August ist, 1971, Mr 
DonaLp I. TURNER, C.A., has been 
assumed as a partner of that firm. 


WHINNEY Murray & Co announce that 
Mr ANDREW OAKLEY, B.COM., A.C.A., Was 
admitted as a partner in their London 
firm on September 1st, 1971, having been 
a member of the staff in Birmingham and 
London for many years. They also 
announce that Mr PETER F. Morrison, 
M.A., C.A., retired from the partnership 
on August 31st, 1971, in order to devote 
his full time to other interests. 


PUBLISHERS’ NOTICE 


The publishers of The Accountant an- 
nounce that whilst they have borne 
substantial increases in printing and 
paper costs, as well as the heavier postal 
charges introduced during the past 
year, they regret they can no longer delay 
raising the cover price and subscription 
rates. As from the date of this issue, 
therefore, the price of The Accountant 
is 17p, and the subscription rates are as 
follows: 


Home and overseas (seamail): 

One year, {10°50. 

Two years, £20. 

Half-year, £5°35. 

Airmail edition: 

One year, £ 14°25. 

Half-year, £725. 

Reduced rate for students: 

One year, {£6 (forms on application). 


APPOINTMENTS 


Mr George C. Baker, F.c.c.A., chief 
accountant of Office & Electronic 
Machines, has become financial director 
of the company. 


Mr Colin J. Jeffries, F.c.a., has been 
appointed to the board of Arts and 
Reproductions (Athena), a subsidiary of 
English and Overseas Investments. 

Mr J. R. G. Martin, A.C.A., has been 


appointed secretary of Bristol Merchant 
Finance and Mr M. S. Wyllie, c.a., has 


ACCOUNTANT 


become a senior executive in the group’s 
headquarters. 

Mr J. R. Johnson, F.c.a., has been 
appointed finance director of Osborn- 
Hadfields Steel Founders and Osborn 
Precision Castings. 

Mr H. Mellor, F.c.w.a., has been 
appointed to the board of BHD Engineers. 





Mr G. J. Shaw 





Mr H. Mellor 


Mr G. J. Shaw, F.c.A., comptroller of 
Dunlop-Angus Industrial Group, has in 
addition become secretary of the group. 


Mr David A. Shaw, A.C.A., has been 
appointed to the board of Hardy Amies. 


Mr N. R. Bellwood, F.C.A., F.C.I.T., 
who is chief internal auditor, British 
Railways Board, has been elected hon- 
orary treasurer of The British and 
Foreign Bible Society. 


Professor Ronald Ma, A.c.c.A., has 
been appointed to the Chair of Account- 
ancy at the University of New South 
Wales, Australia. 


INSPECTORS APPOINTED 


The Secretary of State for Trade and 
Industry in pursuance of the powers 
conferred upon him by section 165 (6) 
of the Companies Act 1948, as amended, 
has appointed Mr L. R. Jones and Mr 
D. F. FitzGerald, A.C.A., of the Depart- 
ment of Trade and Industry, to act as 
inspectors to investigate the affairs of 
Agri International UK Ltd, Agri Inter- 
national SA and First National Investment 
Corporation SA. 


THE CHARTERED 
ACCOUNTANTS’ BENEVOLENT 
ASSOCIATION 


At a recent meeting of the Management 
Committee, with Mr R. L. Eke, President 
of the Association, in the chair, and nine 
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members present, eleven new applica- 
tions for assistance were considered, and 
grants were made in each case. 

One was the widow of a chartered ac- 
countant who had died at an early age 
leaving her with two small children. ‘The 
grant made has enabled her to dispense 
with social security and has provided her 
with a more reasonable income on which 
to bring up her family. 

Forty-three applications for the renewal 
of grants were considered and grants 
made. Changes in circumstances of nine 
other beneficiaries were reported and 
appropriate action was taken. The com- 
mittee was very pleased to note that two 
beneficiaries, both widows with children, 
had now remarried — in each case to a 
chartered accountant. 

It was decided to make the usual 
distribution of food parcels, or cash 
donations, to all beneficiaries at Christmas 
time. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The next simultaneous monthly meetings 
for Bible reading and prayer are to be 
held at 1.0 p.m. on Monday, September 
6th. The City meeting will be at the 
Church of St Peter-upon-Cornhill, EC3 
(entrance in Cornhill, near Gracechurch 
Street), and will be led by Archdeacon 
Malcolm Scott, F.c.a., of Uganda. Coffee 
and sandwiches will be available (charge 
25p) during the meeting. 

The parallel meeting in the West 
End has been arranged for the same time 
at the Vicarage of Christ Church, 21 
Down Street, London Wi (near Green 
Park Station). Sandwiches can be ob- 
tained at the shop opposite and coffee is 
provided. 


MUNICIPAL TREASURERS’ 
EXAMINATIONS 


In the note under ‘Current Affairs’ 
in the August 5th issue, announcing the 
results of the May examinations of The 
Institute of Municipal Treasurers and 
Accountants, we regret that the figures 
for the total number of candidates and 
the total number of passes were incorrect. 
There were, in fact, 1,767 candidates 
of whom 767 (43 per cent) were 
successful. 








FOR C.A. 
EXAM 
PASSES 
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Institute Finances 


D RE finances of The Institute of Chartered Accountants in England 
and Wales have been a cause of continuing anxiety to its Council for 
several years, and evidently have not yet been placed upon a satisfactory . 
foundation. Following last year’s 40 per cent increases in subscription 
rates, and the severe criticisms expressed by several members at the last 
annual meeting (The Accountant, October 1st and 29th, 1970, and May 
13th, 1971), members of the Institute have this week received notice of 
proposals for a further increase — of the order of 10 per cent — which will 
become effective, if approved, from January 1st, 1972. ` 


Amongst the matters on which the Institute’s special committee on 


future policy has yet to report is the question of subscription differentials 


between categories of members; this has evidently proved a point of some 
difficulty, and the committee’s recommendations — it was stated last week — 
are not expected before the end of 1971. Meanwhile, for securing the future 
of the Institute, the Council has thought proper to budget for a modest 


~ surplus in 1972 and has felt bound to follow the principle enunciated last 


October by the then President, that a percentage increase “across the board’ 
is preferable to a widening or narrowing of differentials which would pre- 


-empt the special committee’s review. 


It must be recognized that budgeting for a professional society poses its 
own problems, since income can be estimated more closely than can 
expenditure. Nevertheless, a further increase so soon after the last must 
inevitably provoke a hostile reaction ~ particularly from those to whom the 
label ‘chartered accountant’ is nothing more than a marketable asset, and 
from those smaller practitioners who already feel themselves unfairly 
treated vis-a-vis their wealthier colleagues in industry and commerce. 

Comparison of the amount of the Institute subscription — allowable for 
tax purposes, by the way — with that of most good-class social or recre- 
ational clubs nowedays invites both the response that the Institute is not 
a club for the majority of its members, and the question whether (let us 
say) a fellow not in practice within the UK derives the same measurable 
benefit from Institute membership as from his weekly game of golf. 
Certainly members should be prepared to pay as much for their profession 
as for their pleasure, but they will only do so cheerfully if the benefits are 
seen to be there. 


As stated at the 1971 meeting, the late completion of Chartered Account- 
ants’ Hall caused the Institute to miss the peak of the property market 
within the City, and although substantial progress has been made in 
negotiations for the two vacant floors, it would be premature to predict 
or to attempt to evaluate their outcome. Meanwhile the Institute continues 
to pay rent for those departments accommodated at City House, although 
the recent disposal of the lease of Eileen House (26-34 Old Street) has 
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achieved a welcome bonus of £80,000 with, of ccurse, 
concomitant savings in rent, rates and other outgoings. 
We wonder, incidentally, whether bye-law 41 might ` 
not be redrafted, perhaps in the form of a blanket 
authority for subscription scales to be determined from 
time to time by the members in general meeting. This 


= would obviate the need for a special meeting, a two-thirds 


Ze $ 


D nature every organism adapts itself, albeit some more 
‘f rapidly than others, to changes in its environment. In the 
modern society, professional bodies, like other institutions, 
must adapt themselves to the changing requirements 
imposed upon them, and among them accountancy is no 
exception. That the profession is actively facing up te this 
situation is demonstrated b~ the moves recently made by 
the English Institute, the ICWA, and now by the IMTA, 
in putting forward for gen2ral discussion and comment, 
proposals for the revision aid reform of their respective 
requirements for training ard qualification. 

In a booklet, Education and Training for Accountancy in 


the Public Service, released this week by the Institute of. 


Municipal Treasurers and A=countants, it is stated that ‘the 
range of accounting functions is so wide that it is not 
practical to educate, train amd examine a person to be job 
skilled in all the main accounting functions’. Such a view 
must seem unexceptionable to any professional accountant 
who is at all familiar with the demands made upon members 
of his profession in such diverse areas as industry and 
public practice, in consu-tancy, in management and 
financial data processing. 

As so often happens, however, it is not so much the 
problem as such which engemders discussion and argument, 
as the often conflicting proposals for its solution. For this 
reason, it will be interesting to see the reactions to the 
proposals now put forwarc, not only from the present 
members of the IMTA, but also from the other 
accounting bodies, for it cannot be denied that in some 
respects they are more racical, and even revolutionary, 
than have been seen hitherto. 

It is generally known that the IMTA has petitioned the 
Privy Council to amend its title to the ‘Chartered Institute 
of Public Finance and Accountancy’. Its primary objective 
henceforth, therefore, is sated to be ‘the theory and 


practice of public finance ard accountancy’, and since ‘the 


most important way in whick the future Institute can pursue 
its objective is by the educetion, training and professional 
standards of future membe-s’, the proposals, which have 


been drafted by the Secretary, acquire major significance. 


An important, if not the major, theme in the proposals is 
that the accountancy profession ‘has been criticized for its 


‘tendency to regard vocational education, training and 
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majority, and Privy Council approval whenever changes are 
thought necessary. 

The full text of the President’s letter to members, 
together with the proposed new scale of EEN 
reproduced elsewhere in this issue. It is to be hoped that all 
will consider the proposals with care and make their 
views known on September 30th next. 


Training the Public Service Accountant. 


experience as preparation for professional examinations’. 
In consequence, it is stated, the requirements of the 
profession have been over-polarized upon the professional 
examinations’. Even so, it is not suggested that examinations 
should be abandoned! Rather that vocational education, 
an organized programme of training and practical experi- 
ence, an ability to apply knowledge professionally in 
practice, and an understanding of and personal commitment 
to professional standards and practices, should be the 


‘criteria which full professional members should be re- 


quired to meet. 

The key proposal creates two grades of member — the 
professional accountant member and the accounting . 
technician. The former is to be educated, trained and 
examined primarily for his ability to relate and to apply 
basic accountancy concepts and skills in a wide variety of 
circumstances, and with a knowledge and understanding 
of the internal management process and of the external 
factors influencing the organization he serves. The account- 
ing technician is to be trained and examined primarily on’ 
his ability in a selected accountancy job skill developed 
from ability and experience of basic general accounting 
functions. 

The division between the two classes is stated to be 
drawn more sharply than will be reflected in the work the 
two classes of membership would be engaged upon. In 
the early years after qualifying, the professional account- 
ant member would ‘normally be required to work mainly 
upon a single accountancy type function’, and equally, 
the accounting technician could hardly apply his particular 
skills ‘without some knowledge of the relationship between 
that skill and the organization he serves’. Given the limita- 
tions of training, education and examinations, these pro- 
posals for dual membership ‘provide a realistic and sound 
base for improving accounting standards in the public 
services’. 

The objectives and the two-tier structure having been 
put forward, the report then considers the methods of 
qualification. The professional accountant member would 
be required to satisfy the Institute under three heads: 
(i) knowledge, to include accountancy, economics, manage- 
ment, mathematics and public finance; (ii) ability to apply 
knowledge, involving the application of Dees techniques 
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to specific problems, the management of finance and 
accountancy functions, and the application of finance and 
accountancy functions in management; (iii) professional 
commitments, which would assess professional objectivity. 
and personal professional standards in practice. 

The accounting technician would need to satisfy the 
Institute on his knowledge and ability in basic accounting, 
administrative and financial practices, budgeting and cost 
accounting, financial data processing, together with a two- 
part study of statistics and numerate techniques as well as 
internal financial management information methods. He 
would also select one of a number of subjects dealing with 
organization in the public service, and one other paper 
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appear either too ambitious or too limited, according to the 
reader’s views on the training of professional accountants. 
However, they are ‘orientated’ to the needs of the public 
service accountant in the same way as are the proposals and 
procedures of other accountancy bodies to accountancy in 
the private sector. In this way, it is stated, the IMTA 
forms a complementary part of the accountancy profession. 
The proposals differ, however, in concentrating the educa- 
tion and training of the professional accountant member 
on a select range of basic subjects in depth. They do not 
purport or attempt to educate and train him ‘in all the main 
accountancy functions and with a detailed knowledge. 
of the specialized laws and organizations in which he 


dealing with an accounting function, e.g., auditing or 


_ management accounting. 


Such are the bare bones of the proposals for reform. 
Without the supporting argument and detail they may 


CURRENT AFFAIRS © 


practises’. 


Inflation Debated at Cambridge 


Mi EMBERS of The Institute of Chartered Accountants in England and 
V i Wales assembled this week at Churchill College, Cambridge, for the third 
of the Institute’s “new look’ summer conferences at which distinguished speakers 
from different fields present their views on a single theme. Under the chairman- 
ship of Mr W. E. Parker, c.B.£., F.C.A., senior partner in Price Waterhouse & Co 
and a Past-President of the Institute, the.Cambridge conference is examining 
the subject of ‘Inflation — The accounting and social implicatiors’. 

The contemporary and fundamental nature of this problem is well recognized, 


affecting as it does every aspect of business and social life both in the United 


Kingdom and abroad. In addition to 
Mr Parker’s own contribution to the 
debate, members have the assistance 
of such other authorities as Professor 
F. W. Paish, M.c., M.a., and Professor 
G. H Lawson, M.A.(ECON.), A.C.C.A., 
of London University and the Man- 
chester Business School respectively ; 
Mr H. Vermuelen of NV Philips, 
Holland; Mr E. L. S. Weiss, F.c.a., of 
Tube Investments Ltd; and Mr C. W. 
McMahon, of the Bank of England. 
Other well-known personalities attend- 
ing include Mr D. S. Morpeth, T.D., 
B.COM., F.C.A., and Mr E. K. Wright, 
M.A., F.C.A.. Deputy President and 


Vice-President of the Institute; Mr" 


D. G. Richards, F.c.a., Chairman of 
the Institute’s summer conferences 
sub-committee; and Professor Edward 
Stamp, M.A., C.A., of Lancaster Uni- 
versity. 

The title of the chairman’s closing 
address, ‘So what do we do about it 
all?’ inevitably introduces more than 
a hint of ‘who will bell the cat?’. 


Accepting the practical impossibility 
of the accounting profession taking an 
independent line, the Accounting 
Standards Steering Committee has 
already sought the views of the finan- 
cial and business community and of 
the Inland Revenue in informal talks 
(The New Agag’, The Accountant, 
May 13th); it-has alsc issued a dis- 
cussion paper and fact sheet on ‘In- 
flation and accounts’ which is available 
for dissection and study at the con- 
ference, and which formed the subject 
of our leading article last week. 

Next week’s issue of The Accountant 
will include a full report of the con- 
ference proceedings, and during the 
ensuing weeks we hope to reproduce 
the substance of several of the papers. 
In view of the controversial nature of 
the subject-matter, and its impact on 
our readers both in their profession 
and their pockets, we look forward to a 
lively debate in our correspondence 
columns. 


The IMTA Council invite comment and criticism on 
the proposals which will be taken into account before 
taking firm decisions on them next January. 


Irish Institute’s 
Examinations 


F the 953 candidates who sat for 
the summer examinations of 'The 
Institute of Chartered Accountants in 
Ireland, 415 (43'5 per cent) were 
successful. The names of those candi- 
dates who passed in Parts ITI, IV, and 
V appear on other pages of this issue. 
In Part V of the examination there 
were 229 candidates, of whom 119 
(52 per cent) passed. First Place, The 
Incorporated Society Jubilee Prize 
and The Institute Gold Medal were 
won by Mr B. J. Kearney, of Dundalk, 
Co. Louth. There were 311 candidates 
for Part IV, of whom 140 (45 per cent) 
were successful. First Place and The 
Samuel Smyth Memorial Prize were 
awarded to Mr N. J. Murphy, of 
Dublin. 

A total of 142 candidates sat for 
Part III and 42 (29:6 per cent) passed. 
First Place and The Arthur H. Muir 
Memorial Prize were won by Mr P. N. 
Ryan, of Dublin. 


Bank Concession on 
Old Pennies 


LTHOUGH . the changeover 
period, during which old and new 
money were legal tender, ended on ` 
August 31st, the banks have agreed to 
accept fsd pennies and threepenny 
bits in multiples of 1s/5p for a con- 
cessionary period of six months from 
September rst. | 
This concession is particularly im- 
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portant for charities, as it was recog- 
nized that charities might have diffi- 
culty in clearing all their collecting 
boxes in time and, in any case, were 
likely to receive old coins right up to 
the end of August or even later. 
Throughout August the Board con- 
ducted a national publicity campaign 
to remind the public to seek out old 
pennies and threepenny bits and use 
them up before the end of the month. 
Both coins virtually passed out of 
active circulation within a few weeks of 
D-day and by mid-August nearly {14 
million worth, out of an estimated 
£20 million worth, had been returned 
to the Royal Mint by the banks. It is 
believed that the balance of about 
£6 million worth are mainly in some 
form of home savings, such as ‘piggy 
banks’, or in charity boxes and the 
like, although experience with other 
low-value coins suggests that not all 
will find their way back to the Royal 


" Mint. 


Government Contracts 


N contracts with Government de- 

partments, suppliers are required to 
identify separately from the body of 
their costs all selling and marketing 
charges and associated administration 
costs. The justification for this, states 
the Government’s submission to the 
Review Board for Government Con- 
tracts, is that the Government is ‘not 
persuaded to buy by normal commer- 
cial methods of selling and no market- 
ing effort is involved on the part of 
the contractor’. In consequence, the 
onus of showing that the exclusion of 
such costs would be unreasonable is 
placed upon the supplier. 

It is not surprising that these views 
have not enjoyed the support of 
industry, and the Review Board set up 
to examine the new profit formula for 
non-competitive government con- 
tracts, which came into force on 
February 26th, 1968, has been asked 
to decide whether the stated treatment 
of selling costs is reasonable. In an 
interim report, Supplementary Report 
on the Treatment of Marketing and 
Selling Expenses, published last week, 
the Review Board, under the chair- 
manship of Sir William Slimmings, 
C.B.E., D.LITT., C.A., who succeeded 
the late Sir William Lawson, C.B.E., 
B.A., F.C.A., has come to the conclusion 
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that the treatment of these items of 
expenditure, in aggregate, has not been 
unreasonable. 

The Review Board has, however, 
sought to clarify the principles which 
determine the admissibility of such 
expenses. In particular, contractors 
should be required to classify their 
marketing and selling expenses, as far 
as possible, the basis of such classifica- 
tion being agreed with the Govern- 
ment department concerned. Where 
appropriate, states the Board’s report, 
expenses should include associated 
overheads, and, as far as possible, the 
various expenses should be allocated. 
to the appropriate product or product 
groups. The Board believes that such 
an allocation should be practicable for 
a substantial proportion of the ex- 
penditure. 

Subject to the disclosure and classi- 
fication of these expenses, and pro- 
vided the department concerned is 
satisfied that ‘no part of the expenses 
was unreasonably incurred’, then the 
Review Board recommends that the 
full amount should be accepted in 
calculating the overhead rate appli- 
cable for government pricing purposes. 
Furthermore, the Board recommends 
that the department concerned should 
normally accept that the relevant 
expenses were reasonably incurred, 
where only a small proportion of a 
contractor’s turnover in respect of the 
relevant product is made up of non- 
competitive government contracts. 


VAT in Government 
Contracts 


A FAIRLY general appreciation 
prevails that the adoption of a 
value added tax in Britain will lead to 
price increases. The precise extent of 
such increases cannot be estimated in 
advance, but in some cases — e.g., in 
major contracts for government build- 
ing and civil engineering work — 
where the quantities and costs of 
materials bought in are very large, 
the impact of final costs of any rate of 
VAT could be considerable. 

For such reasons, presumably, the 
Department of the Environment has 
announced that contractors tendering 
for such contracts will be protected 
against VAT where the contract is 
over £10,000. This will be done by 
the introduction of a tax fluctuation 
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clause, including a supplementary 
clause indemnifying contractors 
against the amount of VAT which 
will become directly payable on the 
project. 

This provision is to take effect from 
the date of the introduction of the 
VAT, in April 1973, though in the 
case of existing contracts at the time, 
the Government will accord them 
equivalent treatment. It is expected 
that, with Government encourage- 
ment, the procedure will be extended 
also to local authority and other public 
sector bodies. 


UCS Liquidator’s Report 
Ee official liquidator’s report to 


last week’s meeting of creditors of 
Upper Clyde Shipbuilders confirmed 
his earlier estimate that there appears 
to be no foreseeable prospect of any 
return to unsecured creditors. Whilst 
the valuation of the companys’ realiz- 
able assets at £3,744,000 is at present 
tentative only, it is pointed out that a 
realization of approximately double 
that figure would be required before 
even the claims of secured creditors 
could be met in full. 

The present estimated total de- 
ficiency is {£28 million, including 
ordinary creditors of {16,872,000 and 
the general body of taxpayers (in the 
person of the Department of Trade 
and Industry) for a further £7,877,000. 
In his report accompanying the state- 
ment of affairs, the liquidator, Mr. 
Robert C. Smith, GA, makes it clear 
that he would have regarded it.as an 
unacceptable hazard of the remaining 
assets available to creditors, had he ` 
attempted to borrow massive funds in 
order to maintain activity over the 
whole of the company’s order book. 
It is also emphasized that the liquida- 
tor is under no obligation to hold 
existing orders for any new govern- 
ment-sponsored company, and cannot 
assign existing shipbuilding contracts 


to any other company without the 


consent of the owners. 

The meeting approved an applica- 
tion to the Court under section 252 
of the Companies Act 1948 for the 
appointment of eleven persons as a 
committee of inspection to act with the 
liquidator. Those nominated include 
representatives of the company’s ban- 
kers, the Shipbuilding Industry Board, 
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the Department of Trade and Industry 
and the British Steel Corporation. 

One of the committee’s prospective 
tasks will be to sanction proceedings 
for legal settlement of the substantial 
claim and counter-claim at present 
pending between UCS and Cunard as 
a result of the QE2 contract. A pro- 
vision of £2 million has been included 
in the liabilities of UCS in respect of 
this item, without at this stage taking 
any credit for the prospective value 
of the counterclaim. 


Stimulus to Action 


HE successful manager must be 

always on the look-out for ways to 
improve profitability. He is much more 
likely to find them if he is provided 
with proper management accounting 
information. 

Introducing Management Accountancy, 
a booklet recently published by The 
Institute of Cost and Works Account- 
ants, aims to give a brief outline of the 
essential information which manage- 
ment accountancy can provide for 
directors, managers, and technical 
specialists who need some under- 
standing of this subject in their work. 
Management accounting, it points 
out, deals with the immediate past and 
future; it uses techniques such as 
planning, forecasting, budgeting, mar- 
ginal costing, and cost accounting. 
With profitability always in mind, the 
best stimulus to action is proper ac- 
counting information. 

Larger companies already have one 
or more specialist management ac- 
countants who supply the right finan- 
cial data necessary to determine policy 
and to control day-to-day operations. 
Their professional skill also enables 
them to design an economic and 
practical system of cost and financial 
control which will ensure that mana- 
gers at all levels get reliable informa- 
tion to keep present activities and 
future plans under review so that, if 
necessary, corrective action can be 
taken in good time. 

‘The booklet should appeal not Ge 
to boardroom, managers, and technical 
specialists, but also to trade associa- 
tions, careers masters, and others who 
want background information on the 
place of management accountancy in 
industry and commerce. Produced by a 
sub-committee of the Institute’s re- 
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search and technical committee under 
the chairmanship of Mr J. W. Ray, 
A.C.W.A., with Mr L. W. Rice, B.SC. 
(ECON.), F.C.W.A., J.DIP.M.A., aS prin- 
cipal author, it is available from Gee & 
Co, rer Strand, London WCaR 1JJ, 
price 20p. 


Accountants’ Salaries 


HARTERED acccuntants in in- 

dustry and commerce are either 
continuing to benefit “rom their em- 
ployers’ prejudices or are naturally 
better ‘all-rounders’. A third possibi- 
lity may be that the selection and 
training processes of the chartered 
bodies between 1945 and the present 
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day have produced better accountants 


than those holding other qualifications. 


These are the conclusions of the 
latest Accountants’ Salary Survey 
undertaken by Reed Executive, based 
on a sample of approximately 3; per 
cent of qualified accountants in in- 
dustry or commerce within the UK, 
which shows the average salaries of 
chartered accountants in all age ranges 
to be comfortably ahead of others. 
Between ages 31 and 4g, chartered 
accountants have as much, or more, of 
a lead over their certified colleagues as 
do the latter over the unqualified man. 

Upward movements within the last 
six months have been selective, and 
accountants in the four senior cate- 
gories of finance directors, financial 


Statement of Revenue Practice 


OLLOWING discussions with the 

allied accountancy bodies on a 
number of points of zeneral practice 
raised by the accountants, the Board 
of Inland Revenue have agreed the 
following statement: 


General rules as to deductions not 
allowable; valuation fees for compliance 
with Companies Act 1¢67, section 16 
(Z) (2) 

Costs incurred by companies for the 
purpose of valuations made to comply 


with section 16 (1) (a) of the Com- 


panies Act 1967 are regarded as 
allowable expenses under sections 
130 (a) and 304 (1) of the Income and 
Corporation Taxes Act 1970. 


Corporation tax: inter-group transfers 
of assets and liabilities: section 233, 
ICTA 1970 


Where an amount is not to be treated 
as a distribution by reason of the pro- 
viso to subsection (3) of section 233, 
Income and Corporation Taxes Act 
1970, it will not be treated as -a 
distribution under any of the other 
provisions of section 233. 


Capital gains tax: time limit for an 
election for valuation on April 6th, 
1965, under paragraph 25, Schedule 6, 
Finance Act 1965: company leaving a 
group: section 278, ICT A 1970 


Under paragraph 5 (1), Schedule 12, 


Finance Act 1968, the time limit for 


the making of an election for valuation 
on April 6th, 1965, under paragraph 
25, Schedule 6, Finance Act 1965, -is 
two years from the end of the year of 
assessment or accounting period within 
which the disposal took place, or such 
further time as the Board of Inland 
Revenue may allow. The Board will 
exercise their discretion under para- 
graph 5 (1) to extend the time limit as 
appropriate where a company ceases 
to be a member of a group of com- 
panies and as a result a chargeable 
asset acquired from another member 
of the group within the past six years 


' iş. deemed to have been disposed of 


(and re-acquired) immediately after 
the acquisition (section 278, ICTA 


1970). 


Capital gains tax: transfer of business 
to a company: paragraph 15, 

Schedule 19, Finance Act 1969 

Where liabilities are taken over by a 
company on the transfer of a business 
to the company, it is the practice of the 
Inland Revenue for the purposes of 
the ‘roll-over’ provision in paragraph 
15, Schedule 19, Finance Act 1969, 
not to treat such liabilities as con- 
sideration; if therefore the other con- 
ditions of paragraph 15 are satisfied, 
no capital gain arises on the transter. 
Relief under paragraph 15 is not pre- 
cluded by the fact that some or all of 
the liabilities of the business are not 
taken over by the company. 
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controllers, company secretaries and 
chief accountants appear to have fared 


‘best in -percentage terms. Regional 


differences between the south-east 
and elsewhere are still very marked, 
and it is claimed that ‘the man who 


‘commands a mere {£2,400 in East 


Anglia could leap on a train to 
Liverpool Street and gross £3,200 
without -bearing a similar movement 
in travel costs’. 


| Lloyd’s Better Outlook 


FTER three years of underwriting 
losses totalling £57 million, under- 


writers at Lloyd’s showed a profit of 


£354. million on the 1968 account 


which was closed at the end of last 


year. This represented a profit of 
5°33 per cent on premium income of 
over £668 million. The second year 
settlement ratio for the 1969 account 
(33°49 per cent) is better than for the 
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1968 account at the corresponding 
stage (37°81 per cent), and so the 
outlook is. that the overall results 
announced next year should be better. 

One. of the encouraging: features 1s 
the massive non-marine account. In 
1968 it closed with a profit of 2-39 per 
cent, or over £8 million, from pre- 
mium income of £342 million, repre- 
senting an improvement of 3'23 per 
cent, or nearly {11 million, over the 
1967 account. It is clear, even at this 
stage, that this reversal of the earlier 
trend marks the beginning of an era 
of increasing profitability in this sector. 

In aviation the 1968 profit was 
6:46 per.cent and, here again, further 
improvements are anticipated for the 
1969 and 1970 accounts. The marine 
account showed a profit, but in a year 


free from major catastrophes it was 


not as great as underwriters would 
have liked. The two ‘open’ years may 
not show much improvement. 
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In the past few years there have been 
serious capacity problems, but in view 
of the return to profitability, it is hardly 
surprising that Lloyd’s has had a large 
increase in applications for member- 
ship this year, with over 500 at present 
on the list, after a period of virtually 
static membership. | 


Monopoly and 
Restrictive Practices 


fl Bs many engaged in industry and 
commerce it may at times appear 
that economists, and even government, 
have an almost obsessional interest in 
countering monopoly. The realist may 
observe that some part of the continu- 
ing concern with restrictive practices 
may be due to the limited degree of 
success that such anti-monopoly legis- 
lation has achieved. 

The problem, is neither uniquely 


British nor peculiarly American; it is 
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Cards on the Table 


by An Industrious Accountant 


EMBERS of our local group of accountants were 
sipping their Saturday coffee when a practising 


member asked if anybody knew of a good managing clerk 


looking for a better job. He had a vacancy in his office and 
would shortly be advertising the post. 

The question aroused some little amusement. ‘If we 
knew, you don’t think we’d tell you’, chorused a number 
of his fellow. practitioners, and ‘What about the ethics of 
poaching?’ and ‘Why did your last one walk out on you?’ 
The inquirer retaliated that if they paid their own staff 
adequately they needn’t fear poachers, so honours were 
even. : | . 
asked bluntly how much a top-class managing clerk 
should earn, but they shut up like clams. {t varied with the 
size of the practice, they fenced; it-depended on his experi- 
ence or potential, or how badly he’s needed; there was no 
going rate. 

The manhunter, obviously reluctant to admit ignorance 
but equally determined to keep his own counsel, explained 
his system. His.advertisement was short but impressive; 
to each reply he sent out a questionnaire requiring the 
fullest details of past records and-personal history; on the 


‘information returned he estimated an appropriate salary 


1 


‘bracket-for each possible interviewee. es 3 
His questionnaire was certainly searching. It ranged far 


and wide from place of birth to number of children, and 
from languages spoken fluently to jobs previously held, 
with details of past responsibilities, number of staff 
directly controlled, and remuneration at the start and 
finish of former posts plus fringe benefits. - 

That last item annoyed me because the advertisement 
didn’t disclose the salary to be offered. Moreover, it loaded 
the dice unfairly in the employer’s favour when he knew 
the candidate’s present pay; it certainly simplified assess- 
ment of a salary that would prove tempting. In my own 
old job-hunting days I took a dim view of such a set-up. 

The others were mildly cynical. High principles were 
fine in theory, they grinned, but that’s the luck of the 
bounce in a seller’s market. Stands to reason, a chap who 
wants a job must show his paces; if he thinks he’s good he 
can take a chance and over-state his figures. 

Our oldest member raised his eyebrows at the heading 
‘Reason for leaving: present job?’ Just wasting time, that 
one, he grunted; just a matter of the usual meaningless ‘to 
improve my prospects’ answer. Personally, I disliked it 
because at senior level one changes jobs for highly private 


‘or complicated reasons, such as bad relationship with 


colleagues, or frustration for example. One simply can’t 
(or won’t) compress these subconscious worries into two 
dotted lines — besides,. they might prove libellous in the 
wrong hands. ` 

But our practising member was insistent. He liked to 


engage his staff for well-paid, long-term jobs, working as 


a co-operative team, understanding and trusting one 
another with all cards on the table, he said. It was precisely 
for that reason that he asked personal questions; he had to 
get to know his men, what pressures they’d take, what 
workload they'd carry, what bonus they’d deserve. ... 

_ But when we asked him if he would tell his new employee 
what the old-one earned and why he quit, he didn’t answer. 
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international, as is shown by the list 
of participants in a conference on’ 
monopolies. and restrictive practices 
convened by the Department of Trade 
and Industry with the Organisation for 
Economic Co-operation and Develop- 
ment at Cambridge in the autumn of 
1969, the proceedings of which have 
just been published in a substantial 
volume edited by Mr J. B. Heath and 
entitled International Conference on 
Monopolies, Mergers and Restrictive 
Practices (HMSO £475). 

The main papers are classified into 
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five. groups dealing variously with the 
overall problems of policies on mono- 
poly; frm behaviour towards mono- 
poly and restrictive practices; the 
impact thereof on mazket structure; 
the international firm and aspects of 
the issues and finally, the effectiveness 
of competition policy in relation to 
efficiency. The contributors hailed 
from the UK, USA, Germany, Japan, 
Holland and Canada. 

It would be ridiculous to endeavour 
to summarize any one, much less all 
the various papers in this substantial 
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report within the- compass of a short 
note; suffice it to say that any profes- 
sional accountant whose work has 
brought him into touch with the 
problems of measuring and defining 
monopoly, or in giving evidence on 
such matters before the Restrictive 
Practices Court, will find in the report 
a great deal of valuable information. 
The contributors make clear, not only 
the extent of the problem, but the 
difficulties of dealing effectively with 
any constraint on market forces and 
consumer choice. 


Higher Subscriptions for 
English Institute Members 


Battle to Reduce Expenditure 


A further increase of 10 per cent in members’ annual 


subscriptions, to take effect from January Ist next, is being 
sought by The Institute of Chartered Accountants in 
England and Wales. A special meeting has been convened 
for this purpose for September 3oth at Chartered Account- 
ants’ Hall, Moorgate Place, London EC2. 


The new scale would be as follows (present rates in 
brackets) : 


Members in practice in London area: 


Fellow ` £35 (£32) 
Associate [31 (£28) 
Members in practice in UK: outside London: 
Fellow £29 (£26) 
Associate £32 (£21) 
Members residing but not practising in UK: 
Fellow £18 (L16) 
Associate £13 (£12) 
Members abroad: 
Fellow £10 (£9) 
Associate [8 (£7) 
PBA A. 2 
ASAA. unchanged. 


The increase, if approved, will provide some £84,000 in 
1972 and would give the prospect of a modest surplus for 
the first time for four years. 


In a letter to members accompanying the notice of 
meeting, the President of the Institute, Mr A. H. Walton, 


F.2.A., recounts the strenuous efforts which have been made . 
to avoid or curtail expenses. But notwithstanding savings 
totalling over {£40,000 by such efforts, the anticipated 
deficit for 1971 will be of the order of £24,000. The text 
of the President’s letter is as follows: 


INSTITUTE SUBSCRIPTIONS 


` Dear Member, 


I am writing to seek your support for an increase of ro per 
cent in the Institute’s subscriptions to take effect from January 
Ist, 1972. : 

I am disappointed that it is necessary for me to ask for the < 
increase. When my predecessor referred to subscriptions at thé 
Annual Meeting he said that he hoped we would avoid a further 
increase. this year. 


The Council has tried very hard to do so. All Institute 
expenditure has been under continuous and critical scrutiny. 
We have sought to make many of our activities self-financing, 
including the List of Members and other publications, the 
appointments service, our courses and the restaurant. We have 
charged, where possible, a due proportion of the general over- 
heads to the trusts administered by the Institute—not a very 
pleasant matter where charitable settlements are concerned. No 
expansion of activities, however desirable, involving expense 
has been permitted. Many existing activities have been curtailed 


or abandoned. Savings totalling over £40,000 in 1971 have been 


made, including the following: 

(a) reductions in secretarial and administrative staff: 

(5) curtailment of grants to district societies; 

(z) abandonment of direct graduate recruitment activities. an 


all recruitment advertising; l 
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(d) severe reductions in the public relations effort; 

(e) curtailment of overseas visits; 

(f) increases in the prices of publications and fees for courses; 
(g) introduction of a charge for copies of the List of Members; 
(h) curtailment of library services; _ 

(z) cancellation of the President’s annual dinner; 


(j) cancellation of annual grant to the Chartered Accountants 
Benevolent Association. 


These measures to reduce expenditure by restricting the 
activities of the Institute have been difficult and painful. I 
believe that further savings are not possible without causing 
real and lasting damage. In spite of our endeavours, it is anti- 
cipated that there will be a deficit in the region of £24,000 for 
the year 1971. This has been largely due to our failure to let the 
surplus accommodation at Moorgate Place at an appropriate 
rent. 


I know that the inability to let the two upper floors of the 
Institute building may appear inexplicable to many members. 
Contrary to general belief, however, there has been a marked 
deterioration during the past year in the property market for 
specialized premises in the City of London. The position has 
been one of great concern to the Council and our agents have 
made strenuous efforts to let these floors. 


In view of the financial set-backs and disappointments of the 
last three years, we think it right to budget conservatively for 
1972. After three years of losses we believe that we must aim 
at a modest surplus, not least because by 1974 we need to fund 
our present short-term facilities of £2 million by a long-term 
mortgage. The interest payable on such mortgage will inevitably 
be substantially higher than the present cost and we must 
prepare ourselves for that additional outlay. The lender will be 
concerned with our revenue position as much as with the 
capital security for his loan. 


Establishing a reliable budget for a professional institute is 
not as straightforward an exercise as might be thought. It is 
true that the total membership income is, within limits, pre- 
dictable. But once subscriptions have been fixed they cannot be 
varied at short notice to match increases in costs, On the 
expenditure side, we have to attempt to assess the course of 
inflation 16 months ahead. We have to judge changes in interest 
rates — a rise or fall of 1 per cent on out development loan 
involves £20,000. We have to provide for the cost of additional 
activities which sometimes prove essential but which cannot be 
foreseen even a month in advance. 


For 1972, after providing a reasonable but by no means 
extravagant allowance for inflation and disregarding any increase 
in subscription scales or property income, there would be.a 
deficit on the income and expenditure account of the order of 
£30,000. This deficit will be increased by approximately £13,000 
if either the sale of the lease or the renting of Eileen House does 
not materialize. I would emphasize that this figure does not 
include any general provision for contingencies or for any 
additional activities. 


There are many matters which in the opinion of the Council 
require much more attention but which cannot be undertaken 
because of lack of resources, including work on the development 
of auditing standards, more material designed to help members 
in industry and commerce, practical help for smaller prac- 
titioners, and an improved publications programme. Our 
district societies need and deserve additional resources to 
expand their activities — the needs of our members throughout 
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England and Wales call for increasing decentralization. There 
is much work to be done on tax reform in which this Institute 
has taken a lead and we ought to be ourselves in a position, 
should this country join the Common Market, to play our 
proper role in agreeing the form of the European Company, 
tax harmonization and the like. 


At the time of going to print, negotiations are taking place 
for the letting of surplus accommodation in Chartered Ac 
countants’ Hall and City House and our agents are seeking an 
early sale of the lease of Eileen House. If these arrangements 
are completed during 1971 there will be a welcome addition to 
reserves from the sale of the lease and future recurring revenue 
of about £80,000 per annum from the letting of surplus ac- 
commodation. The Council believes that it would be right to 
disregard the effect of these for budgeting purposes and to apply 
the proceeds to building up reserves, thus establishing a firm 
foundation from which to negotiate the funding of the building 
loan and a cushion against any adverse change in the interest 
rate on the short-term loan and the higher rates inevitable in the 
long-term funding operation. 


You will be aware that a Special Committee is considering, 
independently of the Council, the activities of the Institute, 
together with their financial implications. We had originally 
hoped that a report of this committee would by now be available 


‘to provide a basis for discussion and guidance, particularly with 


regard to the subscription differentials between different classes 
of members. The committee has already forwarded to the 
Council its proposals for election by ballot at the local level but 
the main task, including the question of subscription differ- 
entials, is a considerable 'one and the committee is not yet in a 
position to report. We are, therefore, asking that the increase 
which is now being sought should again be a percentage of the 
existing rates. 

I have not quoted many figures or given detailed statistics 
because a full account of the Institute’s finances would make 
this letter inordinately long. To sum up, the situation is: 


£ 

1969 Actual deficit 45,000 
1970 Actual deficit (including exceptional items 

totalling £159,000) 369,000 
1971 Anticipated deficit 24,000 
1972 Provisional forecast deficit (excluding re- 

ceipts from rents or increase in subscrip- 

tion scales and before cost of additional 

activities) 30,000 


If approved, an increase of the order of 10 per cent will pro- 
vide about £84,000 in 1972 which will enable us to meet some 
of the demands made upon the Institute, to provide a margin 
for unforeseen increases in costs, and to give a prospect of a 
modest surplus for the first time for four years. This is the sort 
of prudent budgeting we expect of our companies or our clients 
— we should accept it ourselves. 


I hope these proposals will have your support. The notice of 
the meeting to be held on September 3oth is enclosed and with 
it you will find details of the resolution. To be carried, the 
resolution has to be approved by a two-thirds majority of those 
voting. I particularly ask you to exercise your right to vote 
either by attending the meeting or returning the form of proxy 
provided, ` ` 

Yours sincerely, 


A. H. WALTON, 
- President. 
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Accountancy and the 
Merger Movement 


ONTRARY to popular belief, the take-over code was 
not written as a charter for merchant bankers. Merchant 
bankers are only mentioned once in the code and that 


is where it is stated that they should adopt responsibility - 


for reporting on forecasts. If my memory serves me right, 
this was inserted at the suggestion of the Institutes of 
Chartered Accountants. 

The code is full of suggestions that company directors 
should cover themselves by obtaining professional advice. 
It is, however, perfectly acceptable that this advice should 
come from any of the professions who are equipped by 
training, intellect and background to give it. There have 
been many cases where the principal adviser in a bid 
situation has been a firm of accountants. It is true to say 
that, where accountants have acted in the principal role, 
it is usually where there is an agreed bid. 


Pause for reflection 


The pressure which the code places on a board of directors 
to seek competent outside advice, for instance when they 
receive an offer, is precisely in order that they pause to 
reflect before they follow their natural reflexes. The first 
reaction of a board receiving a take-over approach is in 
nine cases out of ten one of indignation, offended pride 
and even of downright anger. A take-over approach does, 
of course, contain in itself the barely concealed implication 
that the sitting board are not doing well enough; the new 
people could utilize the assets better. It is for many 
directors as it would be for an accountant if he were 
impugned as to his personal integrity or his professional 
- skill. We men of finance often do not realize the extent of 
the shock which a take-over bid gives to an engineer, a 
manager or a salesman who is sure that he has given of his 
best during his career to the company which he helps to 
direct. 

It is at a moment such as this that a board of directors 
is expected to act in an objective way, each member putting 
his own feelings into the background and putting the 
interest of his shareholders to the fore. The rules say in 
basic English that controlling directors can reject an offer, 
and they can accept the lower of two offers, but they have 
got to justify their action in so doing as being bona fide 
in the interests of all shareholders. In other words, the 
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minority cannot dictate to the majority -as some would 
wish — but the directors in refusing to recommend the 
higher offer must be ready to answer as to their own 
sincerity. 

Į could conceive, for instance, that the East Fife Choco- 
late Co, which is controlled by its directors, receives an 
offer of Loop per share from the West Fife Chocolate Co, 
who are friendly neighbours. Immediately thereafter they 
receive a better bid of 120p from the World Chocolate Co 
of Oklahoma, who are well known to produce disgusting 
chocolate, to be bad employers of labour and to specialize 
in sacking local management. Can the directors take the 
lower kid? Can they meet the code requirement, which is 
thet, having taken the lower bid, they must justify it as 
being a decision taken bona fide in the interests of -all 
shareholders? An issue as difficult as this has, I am thankful 
to say, not yet arisen. Are directors entitled to put nation- 
alistic considerations in front of measurable cash advant- ` 
ages to their shareholders? Can they take account of the - 
firm’s traditions — be it chocolate or aero-engines? Can they 
subordinate the interests of their shareholders to those of 
their employees? What should a director do in such 
circumstances.and how should he be advised? | 


Directors’ dual capacity 


My own belief is that a director must In every circum- 
stance act conscientiously as a director in the interests of 
all those for whom he holds his fiduciary office. But this 
obligation does not extend to him in his actions as a 
shareholder. A shareholder who is a controlling share- 
holder has the obligation to exercise fairly the powers 
arising out of his control such as when he swings control 
of the company in one direction or another. But he 
cannot, in my view, ever be required to sell if he does 
not want to. 

If this thesis is correct, you could get a situation where 
the controlling directors say that the Oklahoma offer is a 
wonde-ful offer and they must pass it on to shareholders 
with a positive recommendation but nevertheless in their 
own capacity as shareholders they do not intend to accept 
this wonderful offer because it does not suit them. I believe 
that they have discharged their obligations under the code 
as directors by giving the offer a fair wind, even if it cannot 
be made to succeed in the face of their own shareholdings. 
But I distinguish between the refusal to sell and the deci- 
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sion to sell to the lower bidder in circumstances where 
there can be no doubt as to relative value. There the 
directors in their capacity as shareholders would be 
changing the control of the company. In my view any 
shareholder who does that has immediate responsibilities 
under the code, whether he is a director or not. 

This is also the thought behind Rule 10 of the code, 
which says that when a controlling shareholder sells his 
control he must obtain the same terms for his fellow share- 
holders. The controlling director or shareholding group 
which chooses the lower of two offers has to justify this 
action as being bona fide in the interests of all shareholders, 
and if he cannot do so he is in trouble with the Panel. 
I doubt very much if the acceptance of the lower of two 
cash offers is capable of being justified in any other than 
quite exceptional circumstances. 


The accountant as valuer 


Frequently an accountant 1s asked to act as a valuer in a 
take-over bid. I can think of several cases involving bank 
mergers where the commercial banks in question were not 
prepared to let merchant bankers have a sight of their 
figures for reasons of possible competition. Instead the 
basis of exchange of shares was determined by accountants 
having received full details of the undisclosed items and 
having had the opportunity to cross-question each other 
and the directors or chief general managers of either side. 
There was also a very important case recently involving 
two very large hotel companies, where an accountant was 
called in to determine the basis of valuation for the purpose 
of a merger. In such cases, the figuring having been com- 
pleted, the companies either promote the merger themselves 
or get exempt dealers to handle an offer on their behalf. 

There are, however, many cases where a company 
owning, say, 60 per cent of another company wishes to 
make an offer for the remaining 40 per cent. Our rules 
prohibit a company from doing this unless competent 
outside advice is obtained to ensure that the rights and 
interests of the minority are fully secured. The adviser 
must be both independent and competent. He is often an 
accountant. True, he is retained by a subsidiary of the 
party who is going to make the offer (and ultimately the 
offeror will pay his fee); nevertheless he is presumed to 
be someone who is accustomed to deal with situations 
where there is a conflict of interest. 

He is also presumed to be competent in that he can spot 
whether in recent months or years the majority share- 
holder has been playing the game fairly. We at the Panel 
often ask, in such circumstances, whether the competent 
outside adviser has satisfied himself that there have been 
no improper contributions to group overheads, group 
management charges, questionable intergroup invoicing, 
such as would lower the profits of the subsidiary to the 
benefit of the profits of the majority shareholder. Some- 
times we get unsatisfactory replies to these questions. It 
may be just that we have a dirty mind at the Panel and that 
Utopia has really come. Or it may be that some competent 
outside advisers take too much at face value. It is quite 
an easy trick to get the profits and so the share price 
down. 

Finally, there is the question of the profit forecast. ‘This is 
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a peculiarly British invention, which exists in no other 
major capitalist countries, to my knowledge. We take the 
attitude that the view which management has of the future 
of the company is one of the most significant elements 
which go into the make-up of the investors’ decision. We 
recognize that the management cannot foretell the future 
with any certain knowledge. Nevertheless, the opinions of 
management as to the immediate future, based on whatever 


' they are based on, are matters of value, provided they are 


presented responsibly and in an unbiased manner. 

In the United States the SEC prohibits profit forecasts 
in connection with new issues of securities. The SEC 
considers a take-over bid for paper, quite correctly in 
my view, to be a new issue and therefore prohibits a 
profit forecast in connection with a paper take-over bid. 
Incidentally, the defence are not prohibited from making 
profit forecasts because they are not making a new issue. 

The American rules are based on the philosophy that 
forecasting is star-gazing and star-gazing is not an exact 
science and therefore not a suitable matter for prospectuses. 
The result of this view is that the profit forecast is driven 
underground. It does not form part of the issue documents 
but it is bruited abroad over the telephone and in under- 
writers’ briefings. The worst aspect of this system is that 
the only people who get to hear of the unofficial profit 
forecast are the professional investors who have close 
connections with Wall Street. The black market forecast 
is not conducive to general confidence in the fairness and 
equality of markets, and in our view the Americans, and all 
those who imitate them, are most backward in this respect. 


Profit forecasts in Britain 


Profit forecasts which are made in Britain in con- 
nection with new issues, introductions and offers for sale 
present very few difficulties. The reason is the obvious one 
that there is no effective conflict of interest. In a rights 
issue it pays management to under-forecast rather than.to 
over-forecast because it is interested in keeping open future 
access to the capital market. In introductions and offers for 
sale the transactions are determined not so much by man- 
agement as by proprietors. Proprietors are putting a market 
price on their own capital investment. Historical experience 
shows here too that they will get a much better. market 
rating over the long run — and that is basically what.they 
are interested in — if it turns out that their original market 
flotation was done on a somewhat conservative basis. Profit ` 
forecasts for new issues are nearly always met and very 
often exceeded. No harm is done to the old shareholders 
if the forecast is exceeded, even by a large amount. The 
benefit accrues in the enhanced market value of the shares 
which they have retained. | 

It is quite different in a take-over bid. In the case -of 
profit forecasts made during a take-over bid experience 
shows that both the attack and the defence tend to over- 
estimate. The purpose of the take-over code provisions is 
to restrain these excesses of enthusiasm, to associate pro- 
fessional advisers very intimately with the forecasts and to 
increase the degree of liability for all concerned. As the 
fees earned in take-over bids are usually much higher than 
those earned in conventional issue business, it is not unfair 
that the liabilities should be greater too. If the fees are not 
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greater, then all I can say is that they should be, because 
the risks are of a quite different order indeed. 

The disciplines confronting the accountant who has to vet 
a profit forecast in a take-over bid are rather different from 
those which he may have to meet when he vets for the 
purpose of an issue. In the latter case there is usually a 
right and proper tendency towards conservatism in the 
approach. In the case of a take-over or merger, however, 
there are many cases where directors and accountants do 
a real disservice to shareholders by being too conservative. 
- Take the case of a company which receives a take-over 
approach. If the budget shows a likely profit of £ 500,000, 
and the directors by way of natural conservatism throw 
in a pure contingency provision of {£50,000 to bring it 
down to {£450,000 they may find that in the course of the 
negotiations they have deprived their shareholders or fellow 
shareholders of five to ten per cent of the offer value, in 
cases where the terms are based on a comparison of profits. 
In the case of an offeror company, where the consideration 
offered is shares, the same factors would apply; normal 
conservatism may be a disservice to one’s own shareholders. 

This type of consideration has made it necessary to 
police profit forecasts in take-over bids much more care- 
fully than they are policed in the case of new issues. In 
two years plus of policing, we have in fact heen rather 
pleased with the results. Before our policing exercise began, 
the record was poor, but it is also fair to say that before 
April 1969 there was no requirement for accountant and 
merchant banker to stick their name on to the profit fore- 
casts on a take-over bid. 


Improvement in forecasting 


Since this has been a requirement, the standard has 
improved remarkably. I wish I could express this improve- 
ment in figures rather than impressions. Unfortunately 
I cannot. Our statistics only. cover the period from the 
date on which the present practice came into effect. I do 
not have comparable figures for the period before 1969. 

Since April 1969, we have examined 210 forecasts and 
compared them with the actual results. Of these 210 we 
classified 170 as achieved, by which we mean that the 
result was within 10 per cent either way of tke forecast. 
This is, of course, a very arbitrary margin; likewise the 
classification is unsophisticated because it does not dis- 
tinguish between forecasts made in the first month and 
forecasts made in the twelfth month. Nor does it highlight 
forecasts which were achieved for the wrong reasons or 
achieved despite the assumptions coming into play. 

This leaves 40 failures. In 12 of these cases we are still 
awaiting further information before coming to any con- 
clusion. In 18 cases we have had satisfactory explanations 
either that there were genuinely unforeseen occurrences 
or that the variations from forecast were covered by the 
assumptions. In the remaining 10 cases we either received 
explanations which. did not adequately account for the 
failure, or we received no explanations at all, for instance 
by reason of the fact that the key persons had left the 
company or were dead or untraceable, or that the account- 
ing systems had broken down and had had to be started 
up again from scratch. 

Overall therefore it looks as if about 17 per cent of fore- 
casts are being missed; but half of those, and possibly 
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three-quarters, are misses which are either catered for in 
the stated assumptions or covered by circumstances which 
were genuinely unforeseen. I would describe this as a 
fairly satisfactory tally, particularly if you recollect that 
the period of time covers the worst economic recession 
experienced since the 1930s. 

Much of the problem with take-over bids is to create 
a framework in which boards of directors have no choice 
but to act in a calm, reasonable and responsible manner. 
Many pressures operate on them to produce action which 
is subjective, emotional and incapable of ethical justification. 
If our system places large responsibilities on the profes- 
sional advisers, then this is probably as it should be in view 
of the large fees which they are accustomed to earn in this 
business. 


Professional support 


It is recognized that the accountancy profession has not 
directly subscribed to the take-over code and is not repre- 
sented cn the Panel. There is, of course, a wide measure 
of support for the principles of the code and this is evi- 
denced, for instance, by the Institute recommendations on 
proñt ferecasts. The benevolence shown by the account- 
ancy profession towards the City’s efforts on take-overs 
is no less than that, for instance, shown by the Law 
Society. Solicitors are also not directly co-sponsors of the 
code and the Panel. I believe, however, that it is true that 
both disciplines recognize that if they carry out the leading 
or pilot role in a take-over bid they will have to accept the 
disciplines and the sanctions just as if they were merchant 
bankers or stockbrokers, categories whose professional 
bodies do accept fully the advantages and disadvantages 
of being practitioners in take-over bids. 

There has not yet been a case where the Take-over Panel 
has had to consider the behaviour of an accountant. I hope 
there never will be. I think however that it is clear from the 
multi-diseiplinary nature of the Panel and from the un- 
doubted support which it receives from the accountancy 
profession that it would be right for it to concern itself 
with a case of improper behaviour involving an accountant 
which came before it.. I am equally certain that the action 
of the Panel would be limited to referring the case back to 
the relevant Institute with a recommendation for such 
disciplinary action as the Institute thought fit. 

The rather startling authority which the Panel seems to 
exercise in the financial life of this country would not be 
necessary were not take-over bids and mergers such a large 
part of the financial scene. Mergers are currently running 
at about eight a week or 400 a year. This is a huge figure 
if you consider that there are only 3,200 British companies 
whose ordinary shares are quoted on the London Stock 
Exchange. It amounts, in effect, to a second industrial 
revolution and there is so far a consensus between both 
political parties that quite a lot more merging would be a 
good thing. 

As long as this merging continues there will be the 
stresses and strains and difficult human situations of which 
I have just spoken. In these things the authoritative cool of 
the professional adviser is the best antidote to the emotion 
and irresponsibility which would otherwise characterize this 
particular segment of our economic affairs. I am glad to say 
that the professions have by and large risen to this occasion. 
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The village fête is one reminder of the far-reaching concern with charitable activities which 
is woven into the fabric of our national life. If the accounts of a charity reveal that tax 
‘has been paid, great is the outcry that aid destined for a better cause has reached the 
Exchequer. Yet the diversion of prospective tax collections to the support of some, but not 
all. deserving causes occasicns protests from supporters of the unprivileged. This article 


explores the current position. 


T proliferation of char-table foundations in England, 
often of a local character and on a small scale, offers 
considerable problems to these responsible for giving them 
continued utility. 

A recent instance appeats from In re Lepton’s Charity 
([1971] 2 WLR 659) under which land worth £5 a year in 
the currency of the time was bequeathed in 1715 to provide 
a stipend of £3 a year to z local clergyman, the surplus 
going to the poor. At the present time the yield is £791, 
but £3 continued to be allotted to the clergyman.. The 
Court held that it was free to re-interpret the donor’s 
original intentions by uplifting the stipend to £100 a year. 

Changes.in monetary valves represent only one facet of 
the difficulties which arise through ‘changing circum- 
stances. Statistics published by the Charity Commis- 
sioners show that only abou: 6 per cent command a yearly 
income in excess of £5,000, while the majority have an 
income below £100. Although the experience of last winter 
suggests that a trust for the distribution of candles could 
be useful, in general it is often necessary to enlist the 
approval of the Commissioners for a ‘scheme’ whereby the 
donor’s original intentions are re-interpreted in the light 
of modern conditions. 

Prospective new charities are coming into being at the 
rate of a thousand a year, and this raises problems as to 
what criteria are to decide which institutions qualify — given 
the absence of a definition in the Charities Act 1960 which 
merely refers to the existing meaning in law. | 


Charitable Uses Act 1601 


Both statutes and documents have in the past made use of 
a definition of ‘charity’ as ore. within the meaning, purview 
and -interpretation of the Caaritable Uses Act 1601, or-of 
the preamble to it. Having regard to the repeal of that 
statute, it was thought advisable to retain a meaning for 
the phrase by section 38 (4) of the Charities Act 1960, and 
` this is the meaning which the word ‘charity’ bears as a legal 
term according to the law of England and Wales. 

. This can. be an infuriatimg conclusion for someone who 
is seeking a firm definition of a term which has such 
important legal consequences. Quite recently this state of 
affairs was attacked. in debate in the House of Lords 
(Hansard, June 30th, 1971, 20l. 332). Nevertheless.it seems 
that a charity, like an elephant, is easy to recognize but 


difficult to define. The feeling of the experts seems to be 
that definitions would comprehend the obvious without 
resolving the difficulties in border-line cases with .any 
greater success than has been achieved hitherto under the 
existing system. At all events it is clear from the remarks 
of the Minister of State, Home Office (Lord Windlesham), 
that there is no early prospect of a new formula. for 
charitable status. l 

By dint of repetition, the law as found in judgments of 
the Courts may now be said to be comprehended. in the 
fourfold definition propounded by Lord Macnaghten. in 
Special Commissioners v. Pemsel (3 TC 53); namely, the 
relief of poverty, the advancement of education, the 
advancement of religion and, last but not least, other 
purposes beneficial to the community. A particular point 
to notice is that Lord Macnaghten permitted the final 


category to stand on its own, so that its objects could 


include rich and poor, learned as well as ignorant, indiffer- 
ent as well as religious. 

It is worth drawing attention to three features which are 
usually fatal to ap attempt to establish a particular enter- 
prise as a charity in the legal sense. These are undue 
narrowness in the category of persons to be benefited; 
vagueness, especially where an undefined discretion is 
introduced; and, finally, political lobbying. It is the latter 
restriction against which charities now chafe most bitterly. 

Instances of narrowness occur where effectively the 
beneficiaries are restricted to relatives of an individual or, 
for that matter, a company (CIR "o Educational Grants 
Association Lid (44 TC 93; 46 ATC 71)). The case of 
Oxford Group v. CIR (31 TC 221; 28 ATC 304) illustrates 
failure to confine discretion within acceptable limits. The 
political restriction rests mainly on the decision of the 
House of Lords in CIR o National Anti-Vivisection 
Society (28 TC 311; 26 ATC 309). 


The Charity Commissioners 
The Charity Commissioners were reconstituted by the Act 


of-1960, which required them to maintain a register of most 


charities other than certain educational, religious or trivial 
charities. A charity placed on the register is recognized by 
the Inland Revenue as qualifying as ‘established for charit- 


able purposes’ so that there is a strong incentive to obtain 
and maintain registration. Effectively, the discretion of the 
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Commissioners is sufficient to confer or withhold charitable 
status, although their decision would not prevent those 
concerned from applying to the Courts. This happened in 
relation to the Incorporated Council of Law Reporting for 
England and Wales, but the Commissioners of Inland 
Revenue are appealing against the decision of the High 
Court that this body is a charity ([1971] 2 WLR 550). It 
follows that the approval of the Charity Commissioners is 
not in itself conclusive. 


Taxation advantages 


Although charities are not wholly Se from taxation, 
they enjoy a variety of fiscal privileges. The most important 
‘is exemption from tax on investment income, specifically 
enumerated as income under Schedule C, yearly interest 
or other annual payments under Schedule D and dividends 
under Schedule F. By extra-statutory concession exemption 
is extended to bank interest and discounts on Treasury 
Bills. No specific guidance is given as to the treatment of 
foreign dividends taxed under Schedule D in accordance 
with section 159 of the Income and Corporation Taxes 
Act 1970 (the “Taxes Act’). 

To qualify for the foregoing exemptions, the income must 
form part of the income of a ‘charity’ or be applicable to 
charitable purposes only (according to rules or regulations 
established by Act of Parliament, charter, decree, deed of 
trust or will). Of equal importance is the requirement that 
the income is applied to charitable purposes only. 

A practical difficulty arises through the necessary ad- 
ministrative outgoings. In their report for 1970, the Charity 
Commissioners refer to the difficulty. of laying down the 
proportion of income which may appropriately be absorbed 
in this way, particularly in the opening years of a new 
venture. The Revenue do in ‘practice recognize the need 
for working balances, but repayments may be withheld if 
there seems no reasonable likelihood of early application 
of the income in question. 

Section 360 of the Taxes Act makes separate mention of 
income taxed under Schedules A and D in respect of the 
rents and profits of any lands and buildings belonging to a 
hospital, public school or almshouse, or vested in trustees 
for charitable purposes. Exemption is granted in respect of 
income applied to charitable purposes, as discussed above. 

Exemption under Schedule B is given in respect of any 
lands occupied by a charity. Further exemptions are avail- 
able under Case VII (short-term gains) and from the tax on 
chargeable gains. In this connection the charity is taxable 
if the property disposed of ceases to be subject to charitable 
trusts, in a case where the property is alienated in a manner 
inconsistent with its treatment as an investment. One 
adds the last remark because evidently a particular piece 
of land necessarily ceases to be subject to the trust when 
sold, although the value received in exchange takes its 
place. To the extent that such value is reflected in other 
property which ceases to be held for charity, the with- 
drawal of the exemption is given retrospective effect. 


Property given to charity 


It might seem a logical corollary that property given to a 
charity should assume the protective mantle of exemption 
as soon as the donor has manifested his intentions. How- 
ever, the contrary is the case, as illustrated in a different 
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context by an example quoted in the course of the debates 
in Standing Committee on the Finance Bill (June zist, 
1971, cols. 823 to 840). Out of (rr million left by a 


testator to a charity, five-sixths was absorbed by estate duty. 


In moving a new clause to change this situation, the 
member for Enfield West (Mr Cecil Parkinson,, M.A., 
F.C.A.) drew attention to the distinctive treatment aécorded 
to art treasures destined for retention in an approved 
national institution. The rules for estate duty and capital 
gains tax are dovetailed by section 31 of the Finance Act 


_ 1965. Apart from outright gifts of that character, a disposal 


by way of gift, including a gift in settlement, or on termina- 
tion of a settlement, can be effected as a ‘No gain, no loss’ 
transaction whereby the ‘transferee stands in- the shoes of ` 
the former owner. The availability of this concession 
depends on the usual undertakings as to preservation and 
ACCESS. | 

It will be seen therefore that it is much easier to keep in 
being a particular collection of one’s own choice (if of 
acceptable merit to the Treasury) than to place an insti- 
tution or foundation in funds to the extent necessary to 
assemble such a collection by purchases in open. market. 
It is arguable that a more liberal rule might be appropriate 
for capital gains tax if the object is not merely to. retard the 
dispersal of existing collections personal to individuals. 
Additional force is lent to this suggestion by the fact that 
a gift (value of any kind) to a charity completed more 
than a year before death involves entire exemption from 
estate duty, but not from capital gains tax. : 


Should charities share national taxes d 


The Chief Secretary to the Treasury rejected new devices 
at that stage of the Finance Bill but undertook that the 
proposals put up in debate, together with other ideas 
coming forward in this field, would be studied most 
closely. Indeed, the Government are making a rather 
wider study of how to carry out their intention to encourage 
the flow of private funds. 

-This leads on to a further point much discussed — should 
charities bear the same burdens as traders on activities 
which resemble trade? ‘The purchase tax of some 96 per 
cent or. Christmas cards could be inappropriate where 
customers would make no use of such items in the absence ` 
of the incentive to aid (and publicize) a charity.. 

It appears that the exemption of trading profits from tax 
occurs only in the rarest instances, despite the statutory 
relief where the trade is exercised in the course of the actual 
carrying out of a primary purpose of the charity, or the 
work in connection with the trade is mainly carried out by 
the beneficiaries of the charity. The taxation of profits from 
alleged ‘trading’ by a charity has at times been pursued to 
absurd lengths and one can welcome the extra-statutory 
concession announced a year ago whereby bazaars, jumble 
sales, gymkhanas, carnivals, firework displays and similar 
activities arranged by voluntary organizations for the 
purpose of raising funds for charity will not be attacked 
if certain conditions are satisfied. 

In addition to the usual formula ‘absence of competition 
with traders’ it is requisite that the organization is not 
regularly trading and that the charitable activities are 
supported substantially because the public are aware that 
any profits will be devoted to charity. 


358 


THE 
ACCOUNTANT 


Detection Techniques 


for Vianagement 


by MICHAEL CLAY 


Detection, or finding the facts about a situation, is one of the basic functions 
of management, it is also ane of the most frequently occurring tasks of staff 
personnel, specialists and 2ven operatives and is the subject of many 
management techniques. Although there is a vast literature on detection 
techniques and on the furrctions and responsibilities of management in 
general, much less attenticn has been given to the fundamental mechanisms of 
detection activities in general and to the common features in all detection 
techniques. The present article is an attempt to summarize the general 
principles and procedures ‘involved in any detection exercise. 


H Es entire range of management techniques was 
created to satisfy a very few basic objectives, for 
example: 

To measure something: work measurement, project 

evaluation, job evaluaticn, etc. 

To specify something: production planning, maintenance 

planning, office layouts, ete. 

To improve something: method study, value analysis, 

work simplification, etc. 

To control something: quality control, credit control, 

cash control. 

To optimize something: Hnear programming, queueing 

theory. 

Another group of techniques can be classified as 
detection techniques since their objective is to find out 
or discover something. Occasionally the task is to find 
out what is wrong with a situation and for this sub- 
category the term ‘diagrostic techniques’ has been 
applied. The following are the most common detection 
techniques: 

(1) Input-output analysis: 

economic relationships. 


(2) Attitude survey: to discover facts about people’s 
attitudes or motivatior. 


to discover facts about 


(3) Production study: a dmgnostic study of a production 
or related process. 


(4) Brainstorming: to find out possible solutions to 
problems. 


(5) Checklists: to help an -nvestigator to be thorough in a 
fact-finding exercise. 

(6) Activity sampling: to and out facts on the utilization 
of facilities. 


(7) Dynamic evaluation:.to find out how the learning 
curve applies to a repetitive operation. 


(8) Marginal costing: tc discover the cost effect of 
alternative decisions. 

(9) Critical examination: <o find o out how a situation can 
be improved. 


: (10) Interfirm comparisons: to find out how our com- 
pany’s performance ccmpares with that of others. 


(11) Company appraisal/industrial diagnosis: a general 
diagnostic study of company performance. 
(12) Market research: to find out facts about the market. 


(13) Behavioural science (various techniques especially 
group dynamics): to find out facts about the mech- 
anisms of human conduct. 


(14) Break-even analysis: to find the break-even point and 
how this can be altered. 


(15) Sensitivity analysis to find out how sensitive a 
conclusion is to changes in the level of influencing 
variables. 


There are in addition several forecasting techniques: 

(16) Moving averages. 

(17) Exponential smoothing and the Box Jenkins method. 

(18) Regression analysis. 

(19) Analysis of time series. 

(20) Miscellaneous forecasting techniques. 

(21) Economic indicators. | 

All of these are designed to estimate what will 

happen in the future if the historical and existing 
pattern of events is extrapolated. 


Other techniques use human judgement either in 
association with extrapolation or independently, e.g. : 


(22) Business forecasting (especially sales forecasting). 


Objectives of detection techniques 


The general objective of ‘detection techniques to dis- 
cover the facts about a situation can be analysed into 
several categories based on the type of information 
required. This may be one or more of the following: 


What is happening, i.e., means and ends. 
Where it is happening, i.e., location. 

When it is happening, i.e., timing and sequence. 
Who is doing it, 1.e., personnel. 

Why it happens, i.e., reason. 

How it happens, i.e., process or method, ` 


This breakdown is concerned with present activities. 
To complete it one has to consider both the past and 
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the future. Investigations into the past are czlled post- 
mortems and those into the future are called fore- 
casting. We exclude all those techniques which are 
concerned with specifying’ desired futures since these 
belong to one of the other primary classes introduced 
at the outset (the specification group of techniques) 
and restrict our attention as far as the future is con- 
cerned to those techniques which investigate what will 
or is likely to happen, where it will happen and so on. 
The complete table is as follows: 


What happened, happens, will or may happen. 

Where it happened, happens, will or may happen. 
© When it happened, happens, will or may happen. 

Who did it, is doing it, will or may do it. 

Why it happened, happens, will or may happen. 

How it happened, happens, will or may happen. 


The act of reaching a goal or objective or meeting 
the requirements of the situation can be regarded as the 
output of a system which takes in various resources and 
processes them. In systems terminology these are the 
three basic components of any system, thus: 


Input — Process — Output 


In the case of a production study the input includes 
the raw materials and power supplier, the process 
includes the machines and the permanent manpower 
of the department and the time and space available. 
The output is the finished product. A similar situation 
prevails when the output is a service. Putting this in a 
more comprehensive form, one arrives at the following 
table. 


Aspect of detection 





System component involved 


4 Goals Output 
2 Resources Input 
3 Processes Process 
4 Personnel Input 
5 Process 
6 Output 
7 Location Input 
8 Process 
9 Output 
10 Timing Input - 
11 Process 
' 42 Output 


The last three aspects can form part of the input, 
process or the output. A training course, for example, 
inputs untrained people, uses instructors as part of the 
process, and outputs trained personnel. 

Occasionally three other elements may be required, 
making 15 in all. The remainder are: 


Aspect of detection System component involved 





13: Resources Process. 
14 Method or process input 
, 15 Output 


“Detection in aie can be applied to ay of these 
IL aspects. 
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Dətection methods and processes 


Tais analysis of detection techniques according to the 
aspects of a system which are being investigated (De, 
location, means, sequence, etc.) contributes con- 
siderably to one’s understanding of the techniques as a 
group since it separates those which are generally 
applicable, that is can be applied to any aspect, from 
those of more restricted applicability. For example, 
company appraisal or industrial diagnosis can be 
applied to all aspects of a company, department or 
function whereas marginal costing can be used only to 
ascertain what would happen if we took a specified 
course of action. 

The techniques which are of general use for de- 
tection problem solving are thus production study, 
brainstorming and checklists, critical examination, 
company appraisal, market research and some mis- 
ce_laneous forecasting techniques. 

Such an analysis, however, contributes nothing to 
our understanding of the detection process itself. How 
does one set about the problem of finding out or 
discovering the necessary facts in any problem 
situation? There is no single answer, and a variety of 
detection processes is possible. This includes the 
following principle approaches: 


7. Sampling 


Sampling is a process in which one selects a number of 
items from a larger set and makes judgements about the 
set as a whole from an inspection and study of the 
selected small number of items. The assumption upon 
which the validity of the conclusion depends is that the 
part is representative of the whole, the sample of the 
larzer set (or population). 

Thus, the type of detection situation to which 
sarnpling is applicable is that in which all the necessary 
facts are available to be gathered but the volume of 
work involved in inspecting every single item (con- 
sumer, voter, document, product, etc.) is prohibitive. A 
second suitable situation is that in which the inspection 
process involves the contamination or destruction of 
the item as in the inspection of the seam of a tinplate 
can for solder penetration. On any occasion in which 
the sampling process is used, one is likely to be faced 
with problems of sample size determination, what 
sampling method to use (random sampling, stratified 
sampling, etc.), whether the sample size is representa- 
tive, how reliable one’s conclusion is likely to be and ` 
what are the probable margins of error. All these 
prcblems are part of the well-established subject-matter 
of statistics. If detection is to proceed through the use 
of sampling then,. almost inevitably, the techniques 
and methods used will be statistical techniques and 
statistical methods. 


2. Exhaustive screening 


The obvious alternative to sampling is an exhaustive 
screening or check, often called 100 per cent inspection, 
of every possible item. Since the use of sampling in- 
volves less work, and consequently less time and cost, 
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it will generally be preferable to use it if one can obtain 
a representative sample. 

Exhaustive screening becomes necessary if there are 
likely to be great difficulties in obtaining a representa- 
tive sample. It may be xnown, for example, that a 
supplier of engineering components produces several 
rejects in each batch of 202 (200 components per box). 
The supplier knows that -he rejects are usually placed 
together (clustered) i.e. not randomly separated. 
Neither random nor stratified sampling would be 
suitable here. 

A second case arises -n which it is necessary to 
examine every item whether or not a sample is repre- 


sentative. If one wishes to guarantee finding every 


underweight packet from a filling line there is no 
escape from the need to checkweigh every container, 
either automatically on tke line, or off line by hand. If 
a policeman wishes to d2tect every inebriated driver 
on a stretch of road his orly possible course of action is 
to inspect, via the breathalyser, every motorist. Again, 
a man who wishes to buy a suit or to choose a shade of 
paint or wallpaper woulc normally wish to make his 
selection from the complete range available. 


3. Creative thinking 


Both the sampling and the exhaustive screening 
processes can be regarded as automatic in the sense 
that, provided one follows the rules, one cannot go 
wrong. This certainly applies to activity sampling 
although more complex statistical sampling exercises 
require the knowledge ard judgement of a professional 
statistician. 

There are other detection situations in which auto- 
matic checking of some Dr all of the items in a set is 
completely inappropriate. An important category of 
these is the case in which intuition or creative thinking, 
or lateral thinking or the ise of the subconscious mind, 
are required. For exampl, a detection problem may be 
framed thus: 

Discover why the product performs consistently well on 

test, but is subject to many failures in service; or again— 

Find out why the efficiency of Department X is at its 

present low level. 


In tackling the first problem one would probably 
attempt to discover a factor which was present whilst 
the product was in service but which was absent on 
test, or vice versa. A tra_ned technician would follow 
up ‘obvious’ possibilities at once but if these failed he 
would have to do some ‘aard thinking’. In this type of 
situation, the free use of the imagination and the 
general creative thinkirg routine can be extremely 
useful. Creative thinkin is not, of course, restricted 
in its applications to detection problems but it is an 
extremely powerful aid when one cannot expect success 
by sampling, exhaustive check or other means. 


4, Logical thinking: the decision algorithm 


Many detection problems which could be tackled by 
sampling or exhaustive check are susceptible to a much 
more economical attack based on a set of tests or 
questions and answers which narrow down the field 
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of choice much more quickly than either of the first 
two methods. 

Consider the common problem of a car engine which 
fails to start. The object is to find out why the car is not 
starting. Using the exhaustive screening method, one 
might strip down the engine completely and check that 
every part was present, functional and correctly ` 
assembled. Using a decision algorithm one can divide 
the field into three groups: 


Ignition trouble. 
Fuel trouble. 
Mechanical trouble. 


A simple test will show whether there is a spark, 
whether fuel is in the carburettor and whether the 
engine will turn and whether the starter motor is 
turning the flywheel. Having identified the trouble as 
ignition, one divides the field again into, say, spark 
plug, battery and timing. The same procedure is 
followed until the trouble is located. 


5. Logical thinking: probabilistic search 


Detection can also be simplified from the exhaustive 
screening method if one knows where the answer is 
likely to be found. 

A man who has lost the key of his front Da will 
not start turning out the attic. He will immediately 
think of possibilities such as: 


(a) Has it fallen on the floor or under the carpet 
edge? 

(b) Has another member of the family taken it? 

(c) Is it mixed up with other keys? 

(d) When was the door last unlocked or locked and 
would the person perhaps have taken it to any 
particular place? 

Only if these immediate searches prove abortive will 
the man start an exhaustive search of the porch, hall or 
lounge. 

There is often scope for combining methods 4and 5 


in detection problems. Strictly, the motor-car example 


is a combination of the two methods since the decision 
algorithm is not completely exhaustive, and ignores 
unlikely possibilities such as contaminated fuel or 
broken valves. 

Finding an item in a filing system is a good example 
of this method. 


6. Search patterns 


Many detection situations are susceptible to a searching 
type of effort which follows a pattern which is not 
strictly a decision algorithm, since one follows a 
fixed course of investigation and does not require 
decisions en route. Also it is not strictly a probabilistic 
pattern except in so far as one’s starting-point is 
influenced by any prior knowledge one has concerning 
the approximate area in which one is likely to find the 
answer. Spatial searches can be organized efficiently 
and effectively in this manner. The well-known square 
search pattern used by air forces to locate ditched air- 
crews or vessels is an example. 

A. second powerful method is to cover an area or 
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subject in outline in order to try to find the wanted 
item and if this is unsuccessful to cover the area again. 
in slightly greater detail, and if this is unsuccessful in 
more detail and so on. The method is completely 
general and in referring to an item, one includes any 
object of detection whether this is a physical object 
like a needle in a haystack or an explanation of some- 
body’s conduct, or a cause of failure. 

An example of this method is the search for a person 
who is a security risk when it is suspected that one 
member of a group is a spy. A preliminary check on 
each person’s background is followed by more intensive 
investigations. 

A reverse example of the same method is the tracing 
of contracts of a person in whom typhoid has been 
diagnosed. One traces the contacts of the person, then 
the contacts of the contact and so on, the object being 
to discover all the people in an area who are at risk. 


7. Other improvement techniques and methods 


Methods and techniques such as linear programming, 
queuing theory and mathematical search theory contain 
an element of detection but are best excluded from 
the class of detection techniques and considered 
separately since their principal objective is the speci- 
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Technique 


Sampling 
Exhaustive 
screening 
Decision 
algorithm 
Logical thinking 
(Probabilities) 


Name 


| Creative thinking 














input-output analysis 
Attitude survey 
Production study 
Brainstorming 
Checklists 
Activity sampling 
Dynamic evaluation 
Marginal costing 
Critical examination. 
Interfirm comparisons 
Company ` appraisal/in- 
dustrial diagnosis 
Market research at 
Behavioural science (vari- 
ous techniques especi- 
ally group dynamics) .. 
Break-even analysis 
Sensitivity analysis 
The technique of moving 
averages i e 
Exponential smoothing 
and the Box Jenkins 
method SN 
Regression analysis 
The analysis of time series 
Miscellaneous forecasting 
techniques F 
Economic indicators 
Business forecasting 
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Process or Method 


Search patterns 
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fication of the best way of doing something. ‘They are 
better placed as a subsidiary class in the class of 
specification or planning techniques. The same holds 
for improvement techniques such as method study and 
velue analysis, which also have a detection aspect, but 
belong to a distinct primary group. 


8. Detection by logical deduction 

This can be subtitled the ‘Sherlock Holmes’ method, 
i.e., if one obtains the necessary facts there is only one 
possible explanation that will completely fit them, and 
this is reached by a process of logical attack. When one 
has eliminated the impossible, what remains must be 
the solution. The implied inevitability of success is, of 
course, far from the truth but the application of pure. 
legic, analysis, synthesis, induction and deduction is 
an extremely powerful detection weapon. It is often 
combined with creative thinking. 


9. Systematic plan for an investigation 


It is possible in a large number of detection problems 
to devise a systematic plan for the conduct of the 
investigation. This is less rigorous than the decision 
algorithm, less judgement-based than the probabilistic 
search, and more general than any of the formal search 
patterns described. 

Systematic plans can be drawn 
up specifically for individual de- 
tection problems, as in the case 
of checklists. Here one prepares 
(via brainstorming or any other 
method) a list of items that one 
ought to consider in a detection 
investigation of a problem area. 
The items on the checklist are 
grouped in the suitable manner for 
practical use. In the case of an 
investigation to discover why so 
many delivery promises are 
broken, the checklist would cover 
possible weaknesses in planning, 
warehousing, manufacturing, in- 
spection, dispatch and distribution 
routines. 

Systematic plans can also be 
devised for permanent use in de- 
tection problem solving. Categories 
of system analysis have been de- 
vised to cover all the possible 
causes of failure and the corres- 
ponding requirements for success 
for any system. These categories 
are applicable to industrial diag- 
nosis and company appraisal prob- 
lems. 





Logical induction 


Optimization 
or deduction 


Summary 


The applicability of the nine 
methods and processes to the 
twenty-two techniques is sum- 
marized in the table alongside. 
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Student’s Manual of Auditing 
by V. R. V. COOPER, F.C.A. 
Gee & Co, Zä, 


The larger accounting firms are not renowned for their willing- 
ness to publish information about their own’ professional or 
financial affairs, and the publ-cation of Cooper’s Manual of 
Auditing in 1966 has in no way opened the flood gates to a 
torrent of teaching for the benefit of the profession as a whole. 
More praise is due, therefore, for the next courageous step 
along the path of revelation. 


Published recently on behaf of the General Educational ` 


Trust of the English Institute, the Student's Manual is a 
distillation of the original, suitably amended and addended, to 
fulfil two basic purposes. It provides the student with an excel- 
lent preparation for examinatiors — and the chapters setting out 
suggested auditing procedures by type of asset are particularly 
relevant. It will also furnish zhe student — and indeed the 
qualified practitioner — with a valuable reference work and a 
useful starting point in the design and development of practical 
audit procedures. 


The Student: Manual inevitably bears the stamp of large-. 


firm auditing philosophy, nevertheless its principles are of 
general application and sounc as the proverbial bell. The 
nomenclature of the audit tes-s and documentation systems 
suggested also has the ring of the marble halls of auditing, 
though this by no means detrac:s from the value of the book to 
the small practitioner or student. Whilst the approach to 
practical auditing may not, perhaps, be one which finds univer- 
sal favour, it is one which is cried, tested and certainly safe 
ground to tread in examinations. 

Presentation of the Student’s Manual is admirable. The print 
and layout are clear; the style s as concise and interesting as 
the subject and object of the book permit; and the excellent 
indexing demonstrates the logical train of thought running 
through the book. 

Its weaknesses in content are few. The level of audit tests is 
a nettle frequently grasped but whose sting is not entirely 
remedied by clear, quantified guidance on the size of tests to be 
carried out. This reviewer would also have welcomed more 
mention of the auditor’s need t> review the cash requirements 
of a business to satisfy himself taat sufficient funds are, and will 
be, available for continued treding on a normal basis. ‘The 
exposition of differing bases of the cost of stocks and comparison 
with realizable value may well satisfy an examiner, though for 
practical purposes is somewhet inadequate. The section on 
statistical sampling could be extended: it may. be said to. give 
enough detail to raise questions in the reader’s mind, though 
not-always enough to answer them; but this, of course, is 
a difficult subject which could well be treated in a separate 
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volume. The concentration’ of illustrations at the end of the 
maral tends to leave the text itself rather unrelieved by prac- 
tical examples, at the same time the presentation and content 
of tLe appendices is very good indeed. 

In summary, the content of the Student’s Manual in the main, 
is extirely satisfactory, the presentation good, and the under- 
lyin; philosophy is sound. The book should therefore well fulfil 
its Purposes. 


internal Audit in Local Authorities 
and Hospitals 


by W. L. ABERNETHY, F.C.A., F.LM.T.A. 
Third edition revised by D. R. DAVIES, A.I.M.T.A., D.P.A. 
Shay £4°25, paperback {2-25. 


Thi: is the third edition of the book by the Treasurer to the 
Gre rer London Council, originally published in 1957, which 
has been substantially revised by the head of the Council’s 
Economic Planning Unit. 

Tre section on computers and computer audit has been 
completely rewritten and a short chapter has been added on 
maragement auditing. Of the 21 chapters in the book, two deal 
witt internal audit in general and the internal auditor, one with 
the nospital services, ten with the audit of specific services 
operated by local authorities, and six with the approach of the 
intemal auditor to mechanization, receipts and payments, 
inveatories, payroll, contracts, and travelling expenses. 

Tae book is primarily concerned with the internal audit of 
loca_ authorities, and has been brought into line with current 
legis ation especially as regards the levying and collection of 


rates, Undoubtedly, therefore, it is a ‘must’ for all those engaged 


in lœal authority audit work. However, 57 pages — about one- 
seveath — of the book devoted to the chapter on “The Hospitals’ ~ 
som bat strangely placed in the middle of chapters dealing 
with the specific services operated by local authorities — justifies 
the vider scope reflected by the title. The two chapters on in- 
tern] audit in general and the internal auditor contain experience 
and advice which is of value to all internal auditors — whether 
emp-oyed by local authorities, or in industry and commerce. 
But he six pages devoted to management auditing are too sparse 
and could be substantially expanded to include operational 
audis in the functional fields. 

Tae book is in a highly readable style and its presentation is 
such as to engage the attention also of those beyond the internal 
audi field, particularly financial officers of local authorities, 
regicnal hospital boards, and hospital management committees. 


The Impact of Computers on Organizations 
by Tuomas L. WHISLER. . 
Praever, £4'50. 


The use of computers is currently being challenged on a number 
of ccunts, and it is known that some users are even reverting to 
man.al systems. In this state of the computing art, therefore, it is 
usefal to have available a study in depth carried out by a group 
of c«mpanies within a single industry — in this case, the life 
insu ance industry in the United States with some twenty 
firm contributing. 

Tae author bases his work upon a conviction that managerial 
acticn strongly influences computer development, and that the 
com outer in turn brings about changes in organizational 
structure, job content, communication patterns and. organiza- 
tionel. control. ‘Unusually, the research was carried out by 
mangers working within the companies participating in the 
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project. This has lead to a longer study period but it has en- 
hanced its depth. 

The analysis concentrates upon conditions in the companies 
before and after the introduction of computer applications. The 
evidence indicates that the employment effects of computer use 
are concentrated at the clerical level with managers being little 
affected. The structural effect has been a movement away 
from parallel to functional departmentation. The present 
hierarchical pattern is likely to be replaced by one based upon a 
project approach combining people with a wide range of skills 
and disciplines. 

The study confirms an expectation that decision-making 
becomes increasingly quantified and rationalized. The decision- 


_ making process tends to move to a higher level of management, 


indicating that change falls most heavily upon middle manage- 
ment, allied to a concentration of control at the centre, With 
these changes, the future manager’s job will place more em- 
phasis on perception, setting goals, and motivation. 

Far too little has been written on the area covered by this 
book and it therefore, makes a most welcome addition to the 
available literature. The technological problems of using 
computers have largely been solved. Now is the time to con- 
centrate upon fitting the organization to take advantage of that 
technology. 
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Turning Point for H. Miller & Co? 


T is always interesting to try to detect turning points in the 

development of companies. The recent annual meeting of 
H. Miller & Co could prove to have marked such a point in 
the history of a typical Birmingham company concerned largely 
with making accessories and equipment for the cycle, motor 
cycle, motor-car, agricultural and allied trades. There were 
retirements from the board last year and the new chairman, 
Mr M. J. Miller, in his statement with the accounts had to 
admit that the previous chairman’s forecast that profits would 
return to at least the level of 1968 (De, pre-tax profits of £61,304) 
was not achieved. 

He added, though, that if due allowance was made for non- 

recurring charges the shortfall, however disappointing, was 
unavoidable due to difficulties in the engineering industry as a 
whole. There was also an indication of changing times in the 
chairman’s reference to ‘difficult labour relations, a problem 
which had not been encountered hitherto’. But those problems 
were settled ‘fairly amicably due to good sense on behalf of 
the employees and the realistic approach of the works 
management’. 
. Over the. year the reduction in sales was due mainly to a 
decline in demand for motor-cycle accessories both in Britain 
and the United States. On the other hand, sales of cycle dynamo 
lighting sets made at the Newhouse factory in Scotland in- 
creased, and the profit there improved to an extent which more 
than offset the fall in profit of the motor, moter cycle and 
agricultural components division based at the Birmingham 
works, 


High liquidity 
A subsidiary in Belgium that has traded at a small but per- 
sistent loss in recent years, traded at a heavier loss in the past 


‘vear ‘primarily due to a decline in turnover caused by the intro- 
y p y y 


duction of a value added tax? — a point which will cause an 
eyebrow or two to be raised, no doubt. Since losses are not 
allowable in computing Millers UK tax charge and because 
it is possible to supply Belgian customers direct from the com- 
panys UK factories, it has been decided to close down the 
subsidiary in the near future. In future, the accounts will be 
relieved of the Belgian losses. 

The group accounts show a higher degree of liquidity but it 
has not so far been practicable to invest the surplus liquid assets 
on a permanent basis. Pending the opportunity of expanding 
by a suitable acquisition which, in spite of the board’s efforts, 
has not yet been possible, it was decided to invest the funds 
‘with a view to obtaining franked investment income, together 
with, if possible, capital appreciation’. The chairman reported 
that since this policy was implemented, a satisfactory perform- 
ance has been achieved which will be reflected in the accounts 
for the current year. 

Meanwhile, on the operational side a detailed review of the 
company’s activities was begun in the latter part of the 1970-71 
finencial year to combat the sharp rise in all forms of operating 
expenses. Useful benefits have already been obtained and 
furzher progress is expected to be achieved in the current year. 


Return on capital 


The board, Mr Miller said, are aware that the percentage 
return on capital employed continues to be below the level of 
that considered acceptable by industry generally. He is satisfied 
that some scope exists for a more profitable redeployment of 
group efforts although he emphasized that it is not possible to 
trade in isolation from the industries on which the group depends 
for business. 

- Trading so far this year compares favourably with the corres- 
ponding 1970~71 period, but the extent to which those condi- ` 
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tions will continue is not easy to anticipate. The greater part 
of the company’s profits arise in the latter part of the year and 
for that reason half-yearly profits are not disclosed. It is con- 
sidered that no reliable guide to the year as a whole can be 
obtained. : 

On that point.this column still maintains Gg SO long as like 
is compared with like, and there is adequate explanation, there 


is no real reason why half-year figures should not be presented 


in such circumstances. But having made that point it is necessary 
to comment that the Miller full accounts this year have been 
altered in design ‘to conform with existing accountancy practice’. 
The form of presentation, the chairman hopes, ‘will more 
adequately emphasize the salient features’. 

The point can be made, however, that extra-statutory infor- 


~ mation does not exactly loom large in the Miller report. For 


example, Mr Miller comments on the inadequacy of the per- 
centage return on capital employed but shareholders are left to 
do the arithmetic themselves. 

Incidentally, profits in future years. will be subject to a more 
normal taxation charge due to the establishment of a tax 
equalization account and action taken on the Belgian subsidiary. 


A clue 


There is clearly, in the Miller company, a process of re-thinking 
and reorganization going on, and if this proves to be a turning 
point in the company’s development it is natural for the on- 
looker to wonder just what prompted the process. Mr Miller 
gives a very strong clue to the answer to that question. 

After referring to his view that scope exists ‘for a more 
profitable redeployment of our efforts’, he reports: "To enable 
us to exploit this situation, we propose to appoint Messrs Peat 
Marwick Mitchell & Co, who already act as our financial 
advisers, to act as auditors for the current year.’ 

A director of the company, Mr D. C, Wasdell, r.c.a., is thanked 


be the chairman ‘for the valuable financial advice which he gave 


to the board’. Mr Wasdell is a partner in Smith, Keen, Barnett 
& Son, the Birmingham stockbrokers. At the end of the 1979-71 
financial year Mr Wasdell held 131,356 shares in the company, 
having increased his holding from the previous year’s figure of 
67,456. The chairman held 259,432 shares at January 31st, 
1971, and H. Miller & Co ts a close company. 


Inflation and Distillers 


N extremely interesting example of accounting for inflation 

is provided in Mr A. F. McDonald’s report to shareholders 
of The’ Distillers Company. Welcoming the growing interest in 
this subject. displayed by a number of ‘bodies, including the 
English Institute, Mr-McDonald comments that it is ‘increas- 
ingly evident that ‘standard’ accounting procedures in this 
country must be modified to incorporate such adjustments as 
may be required to recognize the effect of inflation, not only 


upon profits. but also upon the resources available for invest- 


merit’. = = 
- Distillers own “accounting staff have developed a system of 
applying to.the cost of assets appropriate factors derived from 


the consumer price index — which, as noted in a leading article 


in last week’s issue, is the preference of the Accounting Stan- 
dards Steering Committee itself. The view is that this provides 
a reasonable | measure of the effect of inflation on the results of 
the year’s trading: The-system applied to operations in the year 
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to last March indicates an erosion of asset values by inflation 
of some £8 million which, to maintain assets in terms of present- 
day prices, would be required to be appropriated from- profits. 

The Distillers’ profit and loss account restated to take care 
of the necessary appropriation would read as follows: 


Restated Conventional 





£000 £000 
Conventional profit .. ie sa ss 54,688 54,688 
Counter-inflation appropriation =... Sé 7,851 
‘Real’ profit .. 6. as Ke Ge 46,837 
Taxation Es sët ys D de 21,548 21,548 








25,289 33,140 








Minority interests .. da ges SN 114 114 
Adjusted net profit .. - .. 25,175 33,026 
Net profit of United Glass sub-group as 721 721 








£25,896 £33,747 


Cr E o ea 


The chairman comments that the first point emerging is that 
corporation tax has not, in fact, absorbed 40 per cent of the 
profit for the year but 46 per cent of the ‘real’ profit. The second 
observation which seems appropriate is that in distributing 
total dividends of {£23,152,000, the company is distributing 
almost the entire ‘real’ profit remaining after taxation and little 
is left as an addition to financial resources. 

A consequence of this situation is that a continual increase 
in working capital requirements cannot be met out of retained . 
profits. Since the issue of £30 million of loan stock i in 1967 — 
largely to repay short-term borrowings — the group’s additional 
cash needs have been met by sales of the £19 million of British 
Petroleum stock received as part consideration for the sale of 
chemical and plastics interests to BP. 

By the end of the financial year, £974 million of the stock had 
been sold. Recently Distillers issued a further {40 million of 
loan stock at a 10$ per cent interest rate. ) 


Qualified Report 


N what seems to be a high season for qualified audit reports, 

some kind of award should presumably go to A. P. Burton & 
Co, the retiring auditors of The United Lift and Escalator 
Co, a subsidiary of Francis Industries. Burton & Co’s report 
runs to close on 500 words and opens with a reminder that the 
1968 accounts — the first to be audited by Burton & Co — were 
qualified on the subject of the absence of physical stock-taking 
at the end of that year, the unreliability of then current stock 


records and the disappearance of all stock records at December 


31st, 1967. 
Complete physical stock and work-in-progress dhedics were 


carried out at the end of June 1969 and two directors of the 


company certified that valuations were on the same basis as at 
December 31st, 1967. Two directors also certified valuations 
at a complete check at December 31st, 1970. 

But Note 6 to the accounts at that date states that a July 31st, 
1970, stock-taking was supervised by an independent firm of 


accountants and the same firm supervised stock-taking at the 


end of 1970. Their report suggested an over-statement of stocks 
and the directors, taking internal accounts into consideration, 
thereby consider that £250,000. of the loss of £868,500 for the 


. past year should be considered as relating to previous years. 


Burton & Co, in their turn, doubting whether the internal 
accounts are sufficiently accurate to enable reliable conclusions 
to be drawn, question whether the £250,000 is sufficiently 
supported by satisfactory evidence and are ‘unable to form an 
opinion as to whether the profit and loss account shows a true 
and fair view of the loss for the year’. 
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City Notes : 


EARTENED by the reduction in Bank rate, most investors 

will no doubt appreciate that rate would not have been cut 
but for the currency shake-up. The massive currency inflow in 
August almost made a lower Eank rate imperative, and for the 
first time in a goodly number o: years both internal and external 
factors matched. 

It would seem that the Chancellor of the Exchequer would 
have preferred to have held Baik rate in reserve as an inflation- 
ary weapon if it seemed that the July measures were not doing 
the reflationary trick. The need to reduce the rate for external 
reasons may therefore have prevented the Chancellor from the 
error of too little and too late. 

A cut in Bank rate relatively soon after the summer, ‘Budget’ 
may prove to be a disguised -lessing, even though the Chan- 
cellor may temporarily feel cut of complete control of the 
economic situation. The cut did come after all in the same week 
that the London Clearing Banxs reported a seasonal decline in 
bank lending and another sharp advance in deposits. 

That combination indicated the need for something more in 
the way of inducement to borrow. With a plethora of funds at 
their disposal, and too few customers anxious to borrow, the 
banks indicated a need for a further inducement move. But for 
the currency shake-out, it is dcubtful whether the banks would 
have received what they obviously needed. 


Ka Ka KO Kä 


HEN the Bank of Englend’s new system of money and 
credit control was first put forward, the assumption was 
that any new system turning or. the abolition of the interest rate 
‘cartel’ would result in competition for deposits which, in its 
turn, could lead to higher interest rates. But now the reverse 
looks like being the case. The growth in deposits against static 
lending suggests that the empaasis will be placed on competi- 
tion to lend money rather than on competition to attract it. 
No doubt all the banks have their new competitive schemes 
on the stocks and ready for launching, and these are now expected 


to aave a lending rather than a deposit emphasis. It will be 
interesting to see how far such a development goes. Meanwhile 
on zhe prospect of narrower profit margins, bank shares have 
bee the subject of profit-taking on the stock-market. 


Ku * Ku Ko 


NVISIBLE earnings of United Kingdom financial institu- 

tins which broadly speaking means the City of London, rose 
to , 540 million in 1970, having more than doubled since 1966. 
Th- earnings were £230 million, rising to £280 million in 
1967, £390 million in 1968, and {510 million in 1970. Of the 
1972 figure, insurance — with {281 million — provided the major 
par. Banking provided {96 million; brokerage £74 million; 
wita the balance coming from merchanting and from invest- 
mezt trust, unit trust, and pension fund operations. 


* Kä * Kä 


EPORTS of a heavy new capital need in the oil industry 

make the City new issue market nervous even though size 
is co deterrent in the market provided the company and the 
returns are right. But the financial demands of oil industry 
expansion are such that even the small percentage of the 
indastry’s capital requirements that is raised on the world’s 
moaey markets amounts to a substantial sum. Mr G. A. 
Wagner, managing director of the Royal Dutch-Shell Group 
poiated this week to the pace of expansion. Outside the Com- 
muaist areas, oil consumption rose from 27:4 million barrels a 
day in 1966 to 37°9 million in 1970. The increase of 10-5 million 
was as much as the total consumption in the whole of Europe 
in 968. The pace of expansion is expected to be increased 
strongly this decade. With the growth of oil demand, oil trans- 
por-ation will have to expand. By 1976 the Shell tanker fleet will 
have been increased by at least 13 million tons of giant tanker 
capacity alone. The group recently commenced a {500 million 
tanzer building programme involving 32 ships. 


RATES AND PRICES 


Closing prices, Tuesday, Seftember 7th, 1971 


Tax Reserve Certificates: (26...71) Companies 44%; 
2%% surrendered for casks Personal 4% 


Banz Rate | 
Nov. 18, 1967 8% Mar. 5, 1970 74% 
Mar, 21, 1968 .. .. 74% April 15, 1970 7% 
Sept. 19, 1968 .. a “Gs April 1, 1971 6% 
Feb. 27, 1969 8% Sept. 2, 1971 5% 
Finance House Base Rate — September ist, 1971. 64% 
l Treasury Bills ` 
July 2 £55925% Aug. 6 -- £5°6301% 
July 9 me .. £5'5700% Aug. 13 geg £57252% 
July 16 Se ,, £5°5396% Aug, 20 , £5°8288% 
July 23 vet oe £55638% Aug. 27 .. £5°8052% 
July 30 £5°5642% Sept. 3 . £49165% 
d R Money Rates 
Day S day ..ẹ 7.. 35% Bank Bills 
7 day 34-5 % 2 months .. 4-5% 
Fine "Trade Bills: 3 months .. 44-5% 
3 months . 53-61% 4 months . 44-5% 
4 e 5ł- o 6 months 5-5% 
mon Ce 6-79 o r 


Foreign Exchanges 
Nev York 2°4610 Frankfurt 8°3425 
Moatreal 2°5050 Milan GEERT 
Am terdam .. 8-4850 Oslo 1'7°O525 
Brussels 119°00 Paris 13°5725 
Copenhagen .. 18:0375 Zürich 9:8425 
PES Gilt-edged 
Corsols 4% ii .. 45} Funding 64% 85-87 874 
Corsols 24% SR zw- 28 Savings 3% 65-75 .. got 
Corversion 34% .. ven 40 Treasury 9% 1994 . 103% 
Corversion 54% 1974 98% Treasury 64% 1976 99% 
Corversion 6% 1972 100 yy ‘Treasury 34% 77-80 812 
Furding 34% 99-04 .. 48 Treasury 34% 79-81 79% 
Furding 4% 60-90 ,, 984 Treasury 5% 86-89 .. 72 
Furding 54% op Ro 90$ Treasury 54% o8-12 654 
Furding 54% 82-84 854 Treasury 24% .. , 28 
Furding 54% 87—91 74% Victory 4% D .. 99% 
Furcling 6% 1993 444 War Loan 34% .. ee. AI 
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Letters 


Taxation Aspects of Liquidation 


Sir, — I was interested to read Mr Osborne’s articles on “T'axa- 
tion aspects of liquidations’ (August 25th and September 2nd 
issues) but feel that some comment ought to be made on them. 

Quite rightly the ‘100 per cent shortfall’ provisions of section 
294. are mentioned but no reference is made to the Revenue 
statement (The Accountant, August 24th, 1968) which said that 
on a reorganization of a close group carried out entirely for 
bona fide commercial reasons the section might not be applied. 

There are a number of comparatively straightforward points 
which might usefully have been included: 


(1) Unused capital losses or Case VIII losses cannot be trans- 
ferred from one company to another. 


(2) Any claim that could be made under section 254 (5) will 
be lost when a company ceases to trade. 


(3) If a trade is transferred from one company to another and 
the transfer is within the provisions of section 252 then 
although any trading losses made by the transferor will 
go to the transferee if the trade were profitable any loss 
made by the successor in its first year cannot be set back 
against the profit made by the predecessor in the previous 
accounting period. 


(4) Any surplus of franked investment income will be lost if 
it is not distributed before a company goes into liquidation. 


I note that Mr Osborne suggests that there could be a Case 
VII gain in respect of liquidation distributions made before 
April 5th, 1971.. The Inland Revenue booklet on Case VII at 
paragraph 86 states that no such gain could arise. 

I fear that problems could face-anyone who carries out the 
suggestion for turning a non-allowable capital loss on a loan 
into an allowable one on shares. If shares are issued in considera- 
tion for the balance on a loan account the provisions of para- 
graph 11 (3), Schedule 7, Finance Act 1965, would apply. This 
sub-paragraph deals with the situation where a creditor receives 
property in satisfaction of his debt. In such a case the property, 
i.e., the shares, will have a base cost not exceeding their market 
value of the date of issue. If the company is immediately liqui- 
dated there would therefore be no possibility of obtaining relief 
for a capital loss. In fact, in certain circumstances the effect 
would be to create a chargeable gain as, depending on the 
number of new shares to be issued, the shares already in exist- 
ence could increase in value. This could mean that there would 
be a chargeable gain on the old shares with no compensating 
allowable loss on the new shares. It seems to me that the only 
hope of bringing about ‘an allowable loss would be for the sub- 
sidiary to make a rights issue for cash and use the cash received 
to repay the outstanding loan. The taxpayer would argue that 
the rights issue was a reorganization of share capital within the 
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meaning of paragraph 4, Schedule 7, Finance Act 1965, so that 
the full price of the new shares should be added to the cost of 
the old shares. This argument will no doubt not be received with 
enthusiasm by the Inland Revenue, but at least the plan has 
some chance of success and cannot put the taxpayer in a worse 
position than if he had not made the rights issue. 


Yours faithfully, 


London Hir. B. W. BROWN, A.C.A. 


Value Added Tax 


SIR, — The article ‘Preparing for Value Added Tax’ in the 
July 29th issue, includes the following statement on page 172: 


“The lowest rates (10 per cent) existed in Luxemburg and 
Italy who had introduced the tax in 1970 and 1972 re- 
spectively.’ 


This is not correct in the case of Italy, who although bound 
by EEC commitments to introduce a tax on value added to 
replace the present multiple stage turnover tax no later than 
January 1st, 1972, has failed to do so as reported in the Financial 
Times on July 22nd, 1971. It is now expected that the VAT 
will be introduced on January Ist, 1973, and the likely rates are 
a normal rate of 12 per cent, with a reduced rate of 6 per cent 
for essential goods and services and an increased rate of 18 per 
cent for luxury items. 

Yours faithfully, 


R. H. GROSS, 


Commercial Director — Europe, 


London WC2. LEO BURNETT INTERNATIONAL INC. 


Accounting for Shakespeare (Act Il) 


Sir, — Having discovered new information on William 
Shakespeare’s vocation (re my previous letter in your issue of 
August 12th), I hasten to lay before you further chastening 
evidence. 

This seems to show that he suffered a traumatic change in 
his attitude to accountancy in 1598, when writing Much Ado 
About Nothing. Witness the sardonic complaisance in the line: 


‘I see, lady, the gentleman is not in your books.’ 
This bitterness culminates in Act V when he writes: 


“They have committed false report; moreover they have 
spoken untruths; secondarily they are slanders, . . . they have 
belied a lady; thirdly they have verified unjust things; and to 
conclude, they are lying knaves.’ 


But the remorse he must have felt over that description shows 
in Sonnet 30. Writing in 1600 he bewails: 


‘the lack of many a thing I sought . . . And the expense of many 
a vanished sight’. 


Dulled by the ephemeral thrills of acting, in the end he 
hungered again for accountancy. 


Yours faithfully, 


Quinton, Birmingham. TERENCE WEBB. 





Names and Addresses Required 


If the correspondent who wrote to us recently over the nom-de- 
plume ‘Attila’ would favour us with his full name and address, 
we will consider his letter for publication. 

Readers are reminded that whilst the use of a nom-de-plume is 
acceptable, letters must be authenticated with the name and 
address of the writer. — EDITOR. 
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Portfolio Management for Accountants 


F the very large number of professional partnerships in 

accountancy practice, it seems that relatively few have the 
facilities for scheduling portfolios of investments and income 
from dividends received — and at the same time making it a 
viable economic service to clients. Often practitioners give this 
sort of service free, or at a nominal fee, to directors of companies 
for whom they act as auditors or financial advisers. Regrettably, 
principals of small and medium-sized firms have no wish to take 
on such work because they do not have the time. 

Manual scheduling is laborious, and subject to numerous 
errors in narration and casting, but Honeywell, the leaders of 
the time-sharing computer market, have an answer to those who 
ask ‘is it worth it?’. They have recently announced a program 
developed specifically for accountants, tax consultants and stock- 
brokers called ‘Dividend’. This should dramatically reduce the 
cost of producing year-end share portfolio statements and 
dividend schedules. 


Link to central processor 


All that is necessary is for a terminal to be installed, consisting 
of keyboard, printer and paper tape reader/punch, encased in 
one compact machine and linked to a central processor by Post 
Oitice telephone; communication between the two brings forth 
the required information in a far faster time than if done 
manually. What then is the data that has to be transmitted to 
the central processor? 

The user — accountant or stockbroker — feeds in details of his 
client’s holdings at the end of the previous tax year, i.e., April 
sth, and the changes subsequently made in them. This is 
programmed to be consolidated against a master file containing 
the 80,o00-plus equity, preference and fixed interest shares 
quoted on britain’s stock exchanges; having identified which 
shares paid a dividend during the year, it prints out all dividends 
due to the clients. Before the print-out stage, however, the 
program takes into account all capital changes to shares in the 
client’s portfolio which have taken place during the year, such 
as scrip issues and rights issues, and changes through take-overs 
and mergers. A reminder of these changes is printed out for the 
user. 

Complete information finally produced falls under six head- 
ings: name of share, client’s holding at the time the share went 
ex-dividend, rate of dividend, date paid, gross dividend receiv- 
able and net dividend receivable (after tax deductions). All 
columns are automatically totalled. 

Honeywell claim that an accountant can save up to 75 per 
cent of the costs of manual scheduling by using this time- 
sharing system. A small portfolio can be disposed of in less than 
a quarter of an hour from initial consideration of opening 
figures, to the final print-out for inclusion in a taxpayer’s income 
tax return. It must be remembered that apart from the terminal 
operator no other person need be involved, so there would be 
no typewriting costs. 

Costs, in fact, are on a pro rata basis throughout — a virtual 
pay as you go. The terminal machine itself is rented at £40 per 
month, there is then a ‘connect’ time charge of £5 per hour, 
and a charge for characters actually processed. No insistence is 
made on a minimum period of hire. Approximately, but never- 
theless after considerable discussion by Honeywell with account- 
ants using the system, the cost of data processing would evaluate 


to {4 per hour, against similar costs of {20 for the same job 
done manually. 


Compec ‘71 


The first United Kingdom exhibition and conference devoted 
solely to computer peripheral equipment will be held at 
Seymour Hall, Seymour Place, London W1, from September 
28th-30th. As peripherals account for at least half of the capital 
costs of most complete electronic data systems, Compec will 
be welcomed by users who can examine the latest equipment, 
and also discuss at seminar and conference sessions problems 
that they encounter. The conference subjects are scheduled to 
include ‘Defining peripheral needs’ and ‘The future role of 
intelligent terminals’, and the seminar subjects will include 
‘Removing input/output bottlenecks’ and ‘Problems of storage 
and retrieval’. 

Compec should offer a unique chance to examine and com- 
pare the latest products of leading peripheral manufacturers, 
and to discuss their merits with specialists. Full details may be 
obtained from the organizers: Trident Conferences & Exhibi- 
tions Ltd, 14 Queen Anne Terrace, North Hill, Plymouth 
PL4 8EG, or The Exhibition Director, at the London office, 
58 Castelnau, Barnes, London SW13. 


Cheaper Tape Cleaners 


Prices of four tape cleaners have recently been reduced by Willis 
Computer Supplies. Model 1200, the cheapest non-capstan 
drive cleaner in the Willis range, which can be set to full or 
half-cycle positions, is now £575 (previous price £750), whilst 
at the other end of the scale the multi-cycle capstan-drive model 
2300 is now £895 compared with the previous price of £950. 

Willis Computer Supplies, PO Box 10, South Mill Road, 
Bishop’s Stortford, Herts. 





Willis Computer Supplies’ multi-cycle, capstan-drive tape cleaner. 
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Video Display to Improve Cash Flow 


The first step in teleprocessing computer systems has been 
taken by Gestetner Duplicators at their Euston Road head office 
by the installation of a video-display-based system giving the 
credit control department an immediate inquiry facility on the 
sales ledger file. 

Three Sanders 720 terminals are at present linked via a Datel 
600 line to an IBM 360/40 computer installed in the Tottenham 
factory, and it is anticipated that six more terminals will be 





The three Sanders 720 video terminals at present in use by Gestetner 
Duplicators. 


included in an extended system for implementation in March 
of next year, to handle cash entry and reconciliation, and all 
aspects of credit control. With the aid of programming carried 
out by the Gestetner computer department it is expected that a 
significant improvement in cash flow will be achieved and the 
work load of the department reduced. 


Comprehensive Computer Control 


The Control Data Corporation of America is developing a bold 
plan that could make it a strong competitor with International 
Business Machines, says a contributor in a recent issue of 
Dun’s Review. The heart of its system is ‘Cyber 70’, a 
group of huge computers now being tested by General Motors 
in a scaled-down version of ‘Star’ — its mammoth cluster com- 
puter which sells for up to $15 million per unit. 

Several Control Data marketing representatives noticed by 
accident that the 3000 series computers from scientific education 
markets were being used to solve materials handling problems. 
Hence they have developed a network of computers programmed 
to collect and supply all the data needed for a manufacturing 
plant. The unique talent of this group of computers is that they 
file information in an organized fashion so that related pieces of 
information from different and perhaps distant sources may be 
combined and obtained by pressure of a single button. Whereas 
today companies have to buy enough marketing power to handle 
loads in peak periods, by tying into Cybernet they will them- 
selves need only enough computer power for normal loads; 
the Cyber software package carries an option of hooking on to 
Control Data’s ‘Cybernet’ for peak loads. 
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Data Processing Systems Design 


Eight case studies on the design of data processing systems 
are presented in Data Processing Systems Design, published by 
Business Books, price £4. Each of the cases gives a brief descrip- 
tion of the company involved and of the problem which is the 
subject of the case. It then proceeds to analyse the problem in 
terms of estimating the space required on input and operating 
media to cope with the requirements of the data required. The 
system finally decided upon is then set out in flow chart form 
with a description of each of the stages and the link to managerial 
information requirements. 

The cases cover problems in the following areas — production 
planning, order control and sales accounting in the bakery 
industry, stock and sales accounting, sales analysis, production 
parts breakdown, administrative control of hired-out equip- 
ment, information retrieval, and standard costing in electro- 
mechanical manufacturing. 

Most of the cases give adequate coverage of the problem ; some, 
however, are not as comprehensive as the title suggests. For ex- 
ample, the standard costing study is limited to a system for up- 
dating standard costs and compiling standards for new products. 
It does not deal with the operation of the standard costing system 
and the feedback of variances to management. Nor does it deal 
with the implications of continually changing standards in 
terms of their use as a control tool or as they affect the accounts. 


Cassette Tape Data System 


Designed to provide low-cost medium-sized mass storage for 
the minicomputer market, a new series of cassette tape data 
systems has been developed and will be marketed by Computer 
Electronics, the recently formed hardware subsidiary of the 
Associated Software House group of companies. The first new 
product to be announced by the company is the Cassette 
Communication Terminal 4800 which will receive and transmit 





Cassette Communication Terminal 4800 designed to receive and 
transmit data. 


data over standard communication networks at very high speeds, 
and if provided with a number of optional interfaces for mini- 
computers such as the Nova, PDP, and Honeywell 16 series, 
can be ‘latched’ straight into existing hardware. 

Two versions of the system are available: one mounted, about 
the size of a portable typewriter incorporating one cassette tape 
transport, and the other a 19-inch rack-mounted cabinet which 
can be fitted with one or two cassette tape transports. The desk 
mounted unit would cost approximately £1,400 and the rack- 
mounted version £1,300, with one cassette and tape transport. 
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Student 


Roundabout 


ACASS EXECUTIVE MEMBERS’ 
EXAM SUCCESSES 


FivE members of the ACASS Executive 
sat at the last Institute examinations and 
five passed. This is as it should be, but 
is very creditable none the less. 


‘Roundabout’ congratulates Ian Dalzell 
and Alistair Greeves on their success in 
Part II of the Final examination, and 
G. R. (‘Peter’) Atkinson, Robert Carter 
and ‘Terence Webb on passing Part I. 
Naturally, all successful candidates are 
to be congratulated, but the Executive 
have certainly set a good example this 
year. 


LONDON STUDENTS’ 
AUTUMN PROGRAMME 


A NOVEL-LOOKING poster has recently 
been circulated by The Chartered Ac- 
countant Students’ Society of London to 
all firms’ representatives. It gives details 
of the Society’s autumn programme and 
it is novel because every activity is 
described in differing types and sizes of 
lettering. 


The programme commences with the 
residential course at Balliol and ‘Trinity 
Colleges, Oxford University, on ‘Effec- 
tive business systems’ from September 
23rd-26th; refers to eleven lecture 
meetings and seminars (including "Cor: 
porate finance’ with Mr P. C. Baker, M.A., 
A.c.A., of Rothschild & Sons, as the 
speaker), and concludes with notice of 
the Society’s annual dinner at the Hilton 
Hotel on December 13th. 


In addition to the poster, a newsletter 
has been circulated from the newly- 
elected chairman of the firms’ representa- 
tives sub-committee, Peter de Winton. 
In this he mentions something not on the 
poster, namely, a beer party on Sep- 
tember 28th. Full details of this informal 
meeting can be obtained from Michael 


Holmes, vice-chairman of the committee 
at 43 London Wall, London EC2M 5 TB. 


GETTING TO KNOW 
COMPUTERS AT EXETER 


A SERIES of lectures dealing with the 
changing approach of the auditor to his 
work, the methods by which he can use 
the computer, and the impact of com- 
puters upon current accounting methods, 
are to be held by the Exeter CASS. 
There will also be a visit to a computer 
installation. 

This lecture series will be of consider- 
able benefit to members, and although it 
does not commence until December 15th, 
students are requested to advise either 
the chairman of the Society, Miss Mary 





September 9th, 1971 


C. Wilson, c/o Messrs Taper, Biggs & Co, 
Highgate House, 228A Union Street, 
Torquay, or the secretary, A. J. Brunt, 
c/o Messrs 'Turquand Youngs & Co, 
Libra House, Fore Street, Sidmouth, 
Devon, so that early indication of those 
attending may be ascertained. It is 
hoped that principals will give every 
encouragement for their articled clerks 
to attend. 


DAY COURSE AT 
HUDDERSFIELD 


MEMBERS of the Huddersfield CASS are 
reminded that (as announced under 
‘Roundabout’ on July 29th), there is to be 
a one-day course on amalgamations, 
costing, interpretation of accounts and 
ratios, at the Huddersfield Polytechnic 
on September 17th. The Society’s com- 
mittee hopes that as many members as 
possible will make every effort to attend. 


SHEFFIELD EVENING CLASSES 


EVENING classes for Part I students will 
be held by Sheffield Polytechnic in con- 
junction with H. Foulks Lynch & Co on 
two evenings each week from 6 p.m. to ` 
8 p.m., commencing in October and 
finishing in June, at a fee of £6. 

Whole-day courses will also be held for 
the Intermediate, Final Part I and Final 
Part II examinations. Full details may be 
obtained from Mr P. J. Flint, A.C.A., 22 
Norfolk Row, Sheffield Sı 2PA. 


ACASS Statement on Salaries 


THE first of a series of statements by 
ACASS on matters of concern to articled 
clerks deals with minimum salaries during 
the period of articles. An investigation 
by the Conditions of Employment Board 
of the ACASS Executive was provoked 
by information from student societies in 
South West England that members were 
being paid as little as £150 per annum. 

It was learned by the Board that al- 
though no minimum salary scheme is in 
operation in Scotland, the Council of 
the Irish Institute recommend a mini- 
mum of {1,750 and £2,000 respectively 
to be paid over the period of articles in 
provincial and metropolitan areas. 

As a result of their deliberations, the 
Board have come to the conclusion that a 
minimum salary scheme would render 
articled clerks too expensive to employ 
and that low salaries in areas such as rural 
South West England were more the 
product of economic conditions than 
exploitation by principals. Furthermore, 
as there was a vast variety of conditions 


of employment for articled clerks in 
England and Wales, the scheme would 
either have to be extremely complex with 
many rates of pay, or else very simple with 
the salary level pitched too low to be of 
benefit. In any event, so often a minimum 
salary comes to be regarded as the 
maximum payable. 

Therefore, at a recent meeting of the 
ACASS Liaison Committee with appro- 
priate officials of The Institute of Char- 
tered Accountants in England and Wales, 
it was decided that the stipulation of a 
minimum salary whilst serving articles 
would not be practicable. This does not 
mean that ACASS will ignore the prob- 
lem of its underpaid members; indeed, 
it intends to see that regard is paid to 
examination passes, merit and inflation 
when salaries are discussed with principals. 

Potential articled clerks will also be 
provided with more information so that 
they can obtain a clearer picture of con- 
ditions of employment during articled 
service. 
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and 
Notices 





PROFESSIONAL NOTICES 


HACKER RUBENS, PHILLIPS & YOUNG, 
Chartered Accountants, announce the ad- 
mission to the partnership of Messrs BRIAN 
ROTH, A.c.A. and ANDREW RICHARDSON, 
A.C.A., as from September Ist, 1971. 


LIMEBEER & Co, Chartered Account- 
ants, of 2 Broad Street Place, London 
EC2, announce that Mr R. C. NELSON, 
M.SC., A.C.A. and Mr J. STUART-SMITH, 
A.C.A., were admitted into partnership as 
from September 1st, 1971 


MIDGLEY, SNELLING & Co, Chartered 
Accountants, of Ibex House, Minories, 
London EC3, and J. WiLp & Co, Char- 
tered Accountants, of Lancaster House, 
Blackburn Street, Radcliffe, Manchester 
M26 TS, announce the formation of a 
firm, MIDGLEY, SNELLING, WILD & Co, 
which will practise in London, Man- 
chester and Burnley. The partner firms 
will continue to conduct their separate 
practices as before. 


Opass BILLINGS WILSON & HONEY, 
announce that Mr PETER J. BARDEN, 
A.C.C.A., A.C.A., ceased to be a partner in 
the firm with effect from August 2oth, 
1971. 

PANNELL FITZPATRICK BELLHOUSE 
Mwaxncı & Co and BELL & Co, Chartered 
Accountants, announce a merger of their 
practices in Nakuru and that Mr 
REGINALD WALLACE FALKNER, F.C.A., and 
Mr JOHN RODWELL WATLING, F.C.A., have 
become partners in the Kenya firm of 
PANNELL FITZPATRICK BELLHOUSE 
Mwancli & Co. 


J. WiLp & Co, Chartered Accountants, 
of Lancaster House, Blackburn Street, 
Radcliffe, Manchester M26 gTS and 
MUIDGLEY, SNELLING & Co — Isle of Man, 
Chartered Accountants, of 28 Victoria 
Street, Douglas, Isle of Man, announce 
the formation of a firm under the name 
Midgley, Snelling, Wild & Co, Isle of 
Man, which will practise in Douglas, Isle 
of Man. The partner firms will continue to 
conduct their separate practices as before. 
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APPOINTMENTS 


Mr L. G. Alves A.c.w.a., has been 
appointed financial director of Tubes 
Ltd, and Mr G. Edwards, F.c.A., has been 
appointed director and secretary of the 
company. 

Mr Raymond L. Lines, F.C.A., A.C.W.A., 
M.I.0.M., has been appointed senior 
lecturer in The Business Studies (Pro- 
fessional) Department, Garnett College, 
College of Education for ‘Teachers in 
Further Education, London SWrs. 


Mr D. C. Reeves, F.C.A., A.C.W.A., has 
been appointed secretary of The Deritend 
Stamping Co and all subsidiary com- 
panies. 

Mr Jonathan Lew, B.COM., A.C.W.A., 
secretary of Wasey, Pritchard Wood & 
Quadrant, has been appointed financial 
director of the company. 





J. R. Mallinson 


Jonathan Lew 


Mr I. D. McDougall, F.c.a., financial 
director and secretary of Keizer Venesta, 
has relinquished his position as secretary 
but continues as financial director and 
director of the Keizer Venesta operating 
companies. He is succeeded as secretary 
of Keizer Venester by Mr J. R. 
Mallinson, A.C.A., who is a director of 
several of the group’s operating com- 
panies. 

Mr John Thistlethwaite, A.C.A., has 
been appointed secretary of Pennine 
Motor Group in place of Mr W. A. 
Rising, A.C.A., who has resigned. 


ACCREDITED 
CORRESPONDENCE COLLEGES 


In August of last year, the Council for 
the Accreditation of Correspondence 
Colleges started a scheme whereby insti- 
tutions providing a wide range of educa- 
tional opportunities by correspondence 
tuition could be examined and assessed. 
The results of this investigation have 
now been announced and the first list of 
accredited correspondence colleges has 
been published. 

The list contains 24 colleges including 
four well known to accountancy students: 

H. Foulks Lynch & Co Ltd 

Metropolitan College Ltd 

The Rapid Results College 

The School of Accountancy and 

Business Studies 
The Council states that the number of 
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students enrolled by the accredited 
colleges is estimated at 250,000. This is a 
large number and it is the Council’s 
policy and responsibility to safeguard 
these students’ interests and those of 
future students who seek to obtain 
qualifications through education by 
correspondence. 

The Council hopes that the present list 
of accredited colleges will become widely 
known and that students will be advised 
to enrol with these colleges, which have 
been shown to provide a satisfactory and 
responsible service. 


AUDITORS OF NATIONALIZED 
TRANSPORT UNDERTAKINGS 


Mr Peter Walker, Secretary of State for 
the Environment, has appointed auditors 
of the accounts for the year ending 
December 31st, 1971, of the following 
nationalized transport undertakings estab- 
lished under the Transport Acts of 1962 
and 1968: 


British Railways Board — Peat Marwick 
Mitchell & Co. 

British ‘Transport Docks Board - 
Price Waterhouse & Co. 

British Waterways Board — Cooper 
Brothers & Co. 

National Freight Corporation — Barton, 
Mayhew & Co. 

National Bus Company — ‘Turquand, 
Youngs & Co. 

Transport Holding Company (for the 
year ending October 31st, 1971) - 
Barton, Mayhew & Co. 


BUSINESS STATISTICS OFFICE 


A revised version of the booklet giving 
a general account of the background and 
activities of the Business Statistics Office 
is now available. Copies can be obtained 
from the Business Statistics Office, Lime 
Grove, Ruislip, Middlesex HA4 8RS. 


WHITE PAPER ON PENSIONS 


A one-day conference on the Government 
White Paper on pensions is to be held by 
The National Association of Pension 
Funds at Grosvenor Heuse Hotel, Lon- 
don, on September 2gth. Mr Paul Dean, 
M.P., Parliamentary Under-Secretary of 
State for Social Services, will address 
the conference on the Government’s 
proposals contained in the White Paper, 
and a spokesman for the Opposition will 
be invited to comment. Spokesmen of 
local groups and a representative of the 
nationalized industries will also comment 
on the White Paper, and there will be an 
hour and a half at the end of the con- 
ference when the audience can put ques- 
tions to a brains trust. 

Fee for the conference is {15 per 
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member and f20 per non-member, 
which will include coffee, lunch and tea. 
Applications to attend should be made to 
the Secretary, The National Association 
of Pension Funds, 14 Queen Anne’s Gate, 
London SW1H gAA. 


COST ACCOUNTANTS’ 
NEW BRANCH 


The Institute of Cost and Works Ac- 
countants has granted full branch status 
to its rapidly-growing Brighton Sub- 
Branch and celebrated the event this 
this week (Thursday) with a reception 
at the Royal Albion Hotel, Brighton, 
when the President of the Institute, Dr 
James M. S. Risk, B.COM., PH.D., C.A., 
F.C.W.A., J.DIP.M.A., F.C.I.S., was the 
guest of honour. 

With the growth of industry in Sussex 
and throughout the South East, the 
Brighton Sub-Branch, founded in 1953, 
has increased its full and student mem- 
bership to a record 400 and is playing 
an increasing role in the activities of the 
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profession and the local business com- 

munity. 

The officers of the new Branch are: 

President: Mr H. J. Goater, F.c.w.a., 
J-DIP.M.A., M.I.W.S.P., Principal Lecturer, 
Brighton Polytechnic. 

Vice-President: Mr J. W. Hill, a.c.w.a., 
A.M.B.I.M., Deputy Chief Accountant, 
Ross Poultry Ltd. 

Secretary: Mr R. A. Dean, A.C.W.A., 
International Traffic Accountant, British 
Railways Shipping. 

Treasurer: Mr K. Sayers, a.c.w.a., Cost 
Accountant, Armour Pharmaceutical 
Ltd. 

Public Relations Officer: Mr J. W. Dyer, 
A.C.W.A., A.C.I.S., M.B.C.S., Group Finan- 
cial Director, Jaycee Furniture Ltd. 

Education Officer: Mr K. Ellis, A.c.w.a., 
Chief Cost Accountant, East Sussex 
County Council. 


INTERNAL AUDITORS’ 
SEMINARS 
Two one-day seminars arranged by the 
Birmingham Chapter of the Institute of 
Internal Auditors will be held at the 
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Taxation 


In response to requests made by students 
who attended the evening course for the 
Associateship examination of the Institute 
of ‘Taxation which was arranged last year 
by the Polytechnic of the South Bank, 
further classes are to be held commencing 
on September 22nd. 

The course will be under the direction 
of Mr R. A. J. Bowman, F.C.C.A., F.T.L.L., 
who will be pleased to see intending 
students any morning during the week 
commencing September 13th, or at the 
first meetings of the classes on Wednes- 
day, September 22nd, at 2 p.m. 

Further information is available from 
the Department of Accountancy and 
Finance, Polytechnic of the South Bank, 
Francis Street, London SW". 


The City 


Sponsored by the Financial Times and 
the City University, the only course of 
its kind for young executives working in 
the City is to be repeated. Starting on 
September 3oth, the course will run over 
a twelve-week period and comprise some 
fifty lectures given in twelve afternoon 
sessions at the University’s Graduate 
Business Centre, Gresham College, with 
the object of introducing the participants 
to the City’s institutions and history. 
Lectures are given partly by business- 
men who are specialists in a particular 
field, and partly by acknowledged experts 
from the academic world. Among the 
subjects which members of the course will 
study are ‘The City and international 
finance’, “The City and the provision of 
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funds’, ‘Insurance business and the City’, 
and “Shipping and the handling of trade’. 
The final session, entitled ‘The City: 
its critics and its defenders’, is an open 
debate between speakers and students, 
when those taking part will include Mr 
C. Gordon Tether (‘Lombard’ of the 
Financial Times), Mr Paul Bareau, Eco- 
nomic Advisor to IPC, Mr Dick Taverne, 
M.P., and Mr Christopher Tugenhat, M.P. 
Applications for the course should be 
made to Mr C. Croot, joint organizer, 
FT-City Course, Bracken House, 10 
Cannon Street, London EC4P 4BY. 


Management Education 


Under the general title of ‘Facets of 
management’, a series of eleven short 
courses will start residentially at Man- 
chester Business School on October 4th, 
and will be held at fortnightly intervals 
until the following March. The courses 
have been designed and inter-related 
so that a company can derive full benefit 
from the series in a variety of ways 
according to management structure and 
size. For example, the chairman and sales 
director could attend a course on cor- 
porate strategy and business policy; the 
production director and chief accountant 
could take part in one on management 
accounting and control, and the finance 
director could devote his attention to a 
course on financial management. 

Each course lasts four days and costs 
£140. Applications to the Organiser of 
Short Courses, Manchester Business 
School, Booth Street West, Manchester 
Mrs 6FB. 
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offices of the West Midlands Gas Board, 
Wharf Lane, Solihull, on October rst and 
29th. Each seminar will consist of three 
sessions, the first dealing with the more 
general aspect of internal audit, such as 
‘What to audit and when’ led by Mr 
C. L. Duly, M.B.E., F.c.c.A., chairman of 
the Education Committee of the London 
Chapter, and ‘Audit reports — getting the 
most out of them’ by Mr Z. P. H. Webb, 
A.C.A., of Forward Trust. In the third 
session Mr F. Bullock, of the Dunlop Co, 
will ask ‘What’s ahead in audit tech- 
nology?’ 

At the second seminar, Mr L. D. 
Meads, National Freight Corporation, 
will speak on ‘Auditing the transport 
department’, and Mr G. Hardwicke, of 
Dunlop, on ‘Audit of the marketing 
function’. The third session will be 
devoted to a business game called “The 
cash audit’ organized by members of the 
audit staff of the West Midlands Gas 
Board. 

A nominal charge of {2-50 will be 
made on each occasion to cover buffet 
lunch and refreshments, or an inclusive 
charge of £4 to applicants booking for 
both seminars. Applications should be 
made to Mr R. H. Pitchford, West 
Midlands Gas Board, Wharf Lane, 
Solihull, Warwickshire. 


PLAYFAIR SOLUTION 


Solution to the crossword ‘Playfair’, com- 
piled by Kenneth Trickett, F.c.A., which 
appeared in the issue of August 26th. 
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The key-word was UNPROFITABLY. 
22 across, RAND. 24, FEED. 
3 down, UPDATE. 27, GUINEA. 
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The Institute of Chartered Accountants 


in Ireland 


Successful Candidates at the Summer 1971 Examinations 


Bajuri, z ve 

Beatty, C. B. (Coalisland, Co. Tyrone) 
Beech, C. H. (Bangor, Co. Down) 
Boyle, J. P. (Belfast) 

Brassill, M. T. (Dublin) 

Burgess, C. J. (Dublin) 


Callaghan, M. F. (Dublin) 
Chaudhry, A. H. (Belfast) 


Dempsey, J. (Dublin) 
ixon, M. A. (Dublin) 
Doddy, T. J. (Dublin) 


Gallagher, B. (Dubin) 


Halpin, C. (Dublin) 
Holt, B B. J. (Belfast) 


Adams, N. vi (Dublin) 

Agnew, J. M. (Coleraine, Co. Derry) 
Allen, J. (Greenisland, Co. Antrim) 
Allen, = x (Belfast) 

Allison, B. E. (Cork) 


Baker, R. J. J. (Dublin) 
Beck, D. L. W. (Craigavon, Co. Armagh) 
Boston, M, R. (Bangor, Co. Down) 


in) 
e E Kildare) 
Brown, 4 A. A Poa ublin 
Burns, R. B. (Belfast) ` 
Butler, D. À. (Dublin) 
Butler, R. F. (Dublin) 
Byrne, B. J. (Dublin) 
Byrne, J. B. (Dublin) 
Byrne, M. F. (Kilkenny) 


Carson, D. J. M. (Belfast) 
Chapman, R. (Carrickfergus, Co. Antrim) 
Cherry, I. (Ru ra 


Clarke, M. T. A. (Drogheda, Co. Louth) 
Clarke, P. „(Publ in) 

Clifford, M. A. (Dublin) 

Coghlan, K M. (Dublin) 


Cummins, S. F. J. Qubliny - 


Davin, J. M. (Dublin) 
Dunne, D. P. oO 
Dunne, P., D. (Dublin 


Earl, R. D. (Dublin) (Second Place) 


Fagan, CG A. (Dublin) 

Fanagan, W. T. (Dublin) 

Fitzell, R. W. E 

Fitzpatrick, J. B. (Dublin) 
Fitzpatrick, S. P. (Bray, Co. Wicklow) 
Fleming, P. J. (Dublin) 

Fogarty, P, J. (Dublin) 

Franklin, H. P. (Dublin) 


McCullough, M. 


PART Ill 


Howard, M. (Dublin) 
Jordan, R. J. (Dublin) 


Liggett, J. H. (Newtownabbey, Co. Antrim) 
Lindsay, K. CG (Doagh, Co. Antrim) 


McAlister, A. E. F. (Cushendall, Co. Antrim) 


McBride, o H. C. (Lisburn, Co. Antrim) 
McGarry, D _ (Dublin) 
MacRory, J. B 


. B. A. (Letterkenny, Co. Donegal) 
Mulholland, J Bs (Lurgan, Co. Armagh) 


O’Beirne, B. J. Aces (Third Place) 
O’Cearbhaill, B. (Dublin) 

O’Connor, D.C. {Dublin} 

O'Leary, T. P. (Cork) 

O'Malley, K. V. (Dublin) 

O'Neill, D. J. (Dublin) 


roo candidates failed to satisfy the examiners. 


PART IV 


Gallaugher, J. D. A. (Bangor, Co. Down) 
Garry, T. D, (Drogheda, Co. Louth) 

Garvey, M. (Holywood, Co. Rowa 

Gavigan, J. F. (Dublin) 

Gibson, P. L. (Dublin) 

Gilmartin, P. (Castletroy, Co. Limerick) 
Gordon, = e ge A Co. Antrim) 
Graham, D. ce in) 

Greenwood, J. C. H. (Greystones, Co. Wicklow) 


Hadjianastassiou, A. (London) 

Hanna, K. R. (Belfast) ' 

Hanna, P. J. (Belfast). 

Harper, C. D, (Newtownabbey, Co, Antrim) 
Heaney, P. S, (Newtownabbey, Co. Antrim) 
Hofler, A. R. (Dublin) 

Hogan, L. H. (Dublin) 

Holmes, T. W. (Cork) 

Hopper, M. C. (Belfast} 

Horan, S. P. (Dublin) 


Jingree, J. (Belfast) 
Keenan, C. F. (Dublin) 
Kelly, R. (Dublin ) 
R. (Dublin) (Third Place) 


oe es 
Keogh, M. B. (Dubl in) 


Latchford, R. F. (Dublin) 
Lea, B. G. (Dublin) 
Lowry, DS (Belfast) 
Lowther, A. (Dublin) 
Lynn, K. P. (Dublin) 


McAndrew, 'T. J. (Dublin) 

McClintock, W. H. (Bangor, Co. Down) 
McCormack, B. T (Belfast) 

F. (Carrickfergus, Co. Antrim) 


McDonnell, P . P. (Dublin) 
MacEvilly, M J. (Galway) 
McEvoy, M. eas) 
MceGloughlin, J. D. (Dublin) 
McLoughlin, F. P. (Galway) 
McMahon J. (Dublin) 


Pentony, T. J. (Dublin) 
Power, N. J. (Dublin) 


Redmond, N. J. |, (Dublin) 

Rehbein, W . (Newtownabbey, Co. Antrim) 
(Second Place) l 

Ryan, F. B. (Dublin) 

Ryan, P. N. (Dublin) (First Place and The Arthur 
H. Muir Memorial Prize) 


Sandys, M. P. (Dublin) 

Sheridan, J. L. (Dublin) 

Shortt, P. V. (Dublin) 

Stephenson, W , P, (Delgany, Co. Wicklow) 


Tham, K. C. (Belfast) 


Watterson, A. G. (Newtownabbey, Co. Antrim) 
Wilson, A. K. (Belfast) 


McMahon, M. (Dublin) 
MacManus, B. M. (Dublin) 
McMorrow, l L. (Dublin) 


McNamara, M. F. (Dublin) 
Mackey, r Je (Dublin) 
Maguire, B. A. (Dublin) 


Maingot, M. M. (Belfast) 

Mair, J. A. GC erate Co. Sligo) 
Monaghan, M. P. (Dub lin) 
Nee A. A, ( (Dublin) 

Moore, A. L. (Dublin) 

Moore, B. G. (Dublin) 

Morrison, z S (Dublin) 


Mulligan, P. D. (Dublin) 
Mulvihill, D. (Dublin) 
Murphy, N (Dublin) (First Place and The 


Samuel So Memorial Prize) 
Murray, G. N. (Dublin) 
Murray, S. K. (Dublin) 


Nesbitt, F. L. (Bangor, Co. Down) 
Newell, W. R. (Ballynahinch, Co. Down) 
Nicholson, M. P. (Kilkenny) 


O’Callaghan, E ae) 
O’Connor, J. B (D dä in) 
O’Connor, V. (Dublin) 

Q’ usin D. A. (Dublin) 
O’Dowd, G. D. (Dublin) 

O’ Gorman, E. B. (Carlow) 

O’ Hagen, ee P. (Dublin) 

O’ Hegarty, D, F. (Dublin) 

O’ Mahony, F. J: (Bandon, Co. Cork) 
O’Maliey, J. (Kilcock, Co. Kildare) 
O’Reilly, J. J. (Dublin) , 
O’Sullivan, S. A. (Dublin) 


Parks, M. F. (Dublin) 
Paul, J. (Holywood, Co. Down) 


Quigg, G. (Belfast) 

Quigley, D. M. (Dublin) 

Quinlan, J. J. (Nenagh, Co. Tipperary) 
Quinn, J. A. (Tuam, Co. Galway) 


Reilly, H A. (Newtownabbey, Co. Antrim) 
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poe J . A. (Belfast) Stewart, A a A (Belfast) 
Roche, T. S. (Newbridge, Co. Kildare) Stockman, B P. (Tobermore, Co. Londonderry) 
Seatac W. M. A. (Cork) Sullivan, B SCH (Stamullen, Co. Meath) 


Ryan, T. D. M. (Dublin) 
i Thompson, P. J. (Dublin) 
Sands, D. C. (Leixlip, Co. Kildare) Toomey, M. J. (Dublin) 


Seale, C. E. ioe ow) 
Treacy, S. J. (Dublin) 
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Trimble, D. A. (Newtownabbey, Co. Antrim) 


Warren, A. J. (Dublin) 
Williams, J. (Cork) 
Wright, J. A. (Belfast) 


Yarr, M. R. (Belfast) 


Sproule, A . K. (Bangor, Co. Down) 
Of the foregoing candidates, 33. had been required to sit one paper only to complete the Part. 


171 candidates failed to satisfy the examiners, of whom the following 8 were referred in one paper: 


Barton, I. (Belfast) 
Gairn, C a C. A. (Dublin) 


Goss, W. A. (Newry, Co. Down) 


Aharoni, E. (Glengormley, Co. Antrim) 
Aitken, H. E. D. (Newtownabbey, Co. Antrim) 


Anderson, J. N. (Belfast) 
Ashe, R. D. (Dublin) 


Bastable, C. P. (Dublin) 
Boyu, A. J. _ (Belfast) 


Bradshaw, D. A. (Newtownards, Co. Down) 


Brennan, C. M. (Limerick) 


Brennan, F. R. (Dublin) on Place) 
Bridgeman, D. M. (London) 


Burke, S. J. D. (Dublin) 
Butler, A. D. (Dublin) 
Byrne, F. M. (Dublin) 


Cahill. E. P. St. J. (Cork) 
Cantwell, O. R. (London) 
Carew, J. L. (Limerick) 


Clarkin, P. A. (Dublin) 
ae L. Coy) 
Cohen, M. E. (Dublin) 
Gees K. P. (Cork) 
Conry, M. V. (Galway) 
Corkery, J. E. Pabn) 
Counihan, N. C. J. (Dublin) 


Daly, B. ( Pann 


Daly, K. M. (Dublin) 
Daly, P. G. (Dublin) 
Deasy, M. D. (Dublin) 


Derivan, J. F. (Dublin) 
Doyle Kilty, R. (Dublin) 


Egan, M. O. (Dublin) 


Farrelly, S. P. (Dublin) 
Fitzgerald, L. F. (Dublin) 


Fletcher, J. G. (Mullingar, Co. Westmeath) 


Fullam, R. G. (Dublin) 


E P. F. G. (Dublin) 
Garvey, B gc ywood, Co. Down) 


Greene, T. Saar lin) 


Guilfoyle, D.. P. (Bray, Co. Wicklow) 


Bracken, J. F. X. (Dublin) 
Fitzgerald, D. P. (Dublin) 


Gilmore, B. P. (Dublin) 


Harrison, J. P. (Cork) 
Kirwan, D. P. (Dublin) 


PART V 


Hamill, F. H. (Dublin) 
Hayden, e E. (Dublin) 
Hunt, N. P. (Dublin) 


Kealy, M. J. (Dublin) 

Keane, M. C. (Dublin) 

Kearney, B. J. (Dundalk, Co. Louth) (First Place 
and The Incorporated Society Jubilee Prize and 
The aga Gold Medal) 

Kennealy, D. P. de aterford) ` 

Kelly, A. P. (Lond on) 

Kelly, V. ows 


- Kennedy, J. B. (Dublin) (Third Place) 


pene J. J. (Limerick) 
King, B. T. (Middlesex) 


Lambe, B. Paes 
e GE (Dublin) 
Lynch, M. D. (Dublin) 


McBride, B. (Bangor, Co. Down) 
McCartan, J. A. (Banbridge, Co. Down) 


-McClintock, M. 3: P. (Dublin) 


McCormick, T. P. (Dublin) 
McBonald, J}. M. (Dublin). 
McDénnell, E. P. SE 


McEnery, G.M A. (Dublin) 

MacGiolla a E A. (Dublin) 

MacKell, P. T. (Dublin) 

McKeon, C . J. (Castlerea, Co. Roscommon) 


McNulty, M. A. (Dublin) 
McNulty, M. J. (Dublin) 
Madsen, M. P. (Dublin) 
Maguire, J. (Dublin) 
Mahon, J. J. (Dublin) 
Malone, S. ae 


SE G. (Cork) 
Martin, F . B. , (Belfast) 
Mathers, B. A. (Donaghadee, Co. Down) 


Meagher, D. P. (Dublin) 
Moran, A. P. (Dublin) 
Moss, R. A. (Dublin) 
Murray, D. B. (Cork) 
Murray, P. (Dublin) 


Gray, D. J. (Dublin) 
Leonard, P. F. (Dublin) 


McBride, T G. (Dublin) 


Magee, G V. (Dublin) 


McClay, C. J. L. (Greenisland, Co. Antrim) 
McGoldrick,.J. J. (Dublin) 


Seifert, W. J. (Lurgan, Co. Down) 


Nash, d P. (Dublin) 

Nixon, W Asf E Co. Louth) 
Nolan, D. W. (Dublin) 

Nolan, V. J. (Dublin) 


O’Beirne, E. A. vo 

O’Broin, J. (Dublin) 

O’ Byrne, < M. (Dublin) S 
O’Carroll, E (Dublin) 

O’ Connor, J.M . (Dublin) 

O’ Poo C. ie Se Co. Kerry) 
O’Dwyer, L. (Dublin) 

O’Rourke, J. M. (Dublin) 


Quilliam, W. F. (Dublin) 


Reid, D. (Dublin) 

Roughan, J. P. B. (Dublin) 

Russell, EE (Dublin) 

Ryan, B. ee C. Meath) 
Ryan, D. M. (Dublin) 

Ryan, F. W. È. (Dublin) 


Schnittger, W. B. (Dublin) 


Sheeran, P. A. (Dublin) 
Silver, M. A. OT 


Sommerfield, C. P. (Cork) 
Sullivan, N. J. A. (Dublin) 
Surdival, M. D. (Dublin) 


Tierney, C. P. (Dublin) 
Tuffy, P. J. (Dublin) 


Van Cauwelaert, P. L. (Dublin 
Wallace, T. M. EE 


Walsh, B. G. (Dublin) 

Walsh, D. A. (Cork) 

Walsh, P. R. (Dublin) 

Walshe, ie C. Ee Co. Limerick) 
Walshe, N. G. (Kilmallock, Co. Limerick) 
Watters, J.B . (Navan, Co. Meath) 
Whitaker, K . O. (Dublin) ` 


Of the foregoing candidates, 14 had been required to sit one paper only to complete the Part. 


110 candidates failed to satisfy the examiners, of whom the following 12 were referred in one paper: 


O’F lynn, J. (White’s Cross, Co. Cork) 
Orr, D. D. (Dublin) 
O’Sullivan, C. 5. (Dublin) 


ee L. (Dublin) 
Roche, J. D. (Dublin) 
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Publish and be... ? 


DVERTISING — according to Devlin, J (as he then was) ~is one of 
the commonest examples of. practices which are barred in every 
profession. His lordship was, however, giving judgment in 1957; if he were 
to look at the accountancy profession today he might find it necessary to 
express his views in somewhat less absolute terms. 
Significant relaxations of the profession’s traditional antipathy to 
advertising — particularly in regard to matters of national or local import- 


‘ance — were announced by the Council of The Institute of Chartered 


Accountants in England and Wales almost three years ago (The Accountant, 
November 30th, 1968). In the words of the President at the time, Mr 
Stanley Dixon, M.A., F.c.A., to members: l 


“We want the public to know that you are a chartered accountant. In in- 
dustry, in practice and elsewhere, many of our members reach the highest 
positions, and it is only too rarely- ‘that they are properly described.’ 


In editorial comment, we likened the new ruling to a strong refreshing | 


breeze blowing through the Institute. The question of where lines may 
be drawn in relation to personal publicity is, however, always a delicate 


one, and in the light of recent events it may be asked whether that breeze. 


has not developed a few unexpected gusts and flurries which have over- 
turned something of value. 

One of the more contzoversial passages of the Monopolies eg 
report on the professions suggested that a general relaxation of the existing 
restrictions on advertising within the professions might have favourable 
effects in terms of efficiency. The counter-argument to this — and it is a 
strong one — is that self-advertisement serves only the particular interests 
of the advertiser, and does nothing towards establishing either a mutually 
satisfactory professional relationship or a proper concept of professional 
independence. Unrestricted advertising would also tend to lead to a loss 
of continuity in dealing with clients’ affairs and to a general i increase in 
practice expenses. 

With memories of an earlier age in which the rule was, quite simply, 
‘Advertising is not permitted’, some members of the profession may de- 
plore the modern preoccupation with ‘image-polishing’ — even, on occa- 


sion, by some who might have been content to let their undoubted position. 


-and professional achievements speak for themselves. Moreover, the 
embarrassing risk of inadvertent publicity has been aggravated by the 


‘emergence of a school of journalism in which sensationalism and banner 


headlines count for more than objectivity, or even factual accuracy. 

In acknowledging the meticulous care which has gone into section E3 — 
‘Publicity’ — of the English Institute’s Members’ Handbook, it may never- 
theless be asked whether so detailed an exposition is the best approach to 
this delicate subject. We have heard that not-entirely-jocular gibe that 
half of the Investigation Committee secretariat’s time is taken up by 
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members who seemingly will not read the Handbook; and 
that the other half is taken up by those who have, and 
are looking for loopholes! 

Short of sub-contrdcting future editions to the draftsmen 
of the Finance Acts, it would appear impossible to meet 
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every contingency, and an approach more closely allied 
to case law than to statute law might have been helpful. As 
has been said before, the proper appreciation of profes- 
sional ethics is better absorbed by instinct and experience 
than by codification and rote-learning. 





Economic Progress 
all too Modest 


HE Blue. Book on national income and expenditure may 

be the statistical event of the year, but the precision 
of some of the figures makes the average set of accounts 
from incomplete records look like a candidate for The 
Accountant annual awards. Nevertheless, as an indication 
of trends over a period of years the published statistics 
provide as reliable an indicator of the nation’s economic 
progress — or lack of it — as we can hope tor. 

Thus, while the total value of goods and services pro- 
duced in 1970 is estimated at {£42,800 million, this figure 
was at best about 14 per cent higher in real terms than that 
for 1969. Over the period 1960—70, which the latest edition 
of the Blue Book for 1971 (HMSO, 75p) covers, the gross 
national product rose from £28,162 million to £37,034 


million in terms of constant prices; an inciease over II | 


years of some 31 per cent. 

The most striking feature to emerge from the latest 
year’s figures is the extent to which wage and salary 
earners have benefited. Income from employment rose by 
12 per cent and absorbed about 70 per cent of all personal 
incomes; this rate of increase compares with an average of 
less than 74 per cent annually between 1960 and 1970. 
Even after allowance for tax the increase in 1969—70 was 
o per cent, after adjustment for price changes, is estimated 
at 34 per cent. This compares with an annual growth rate 
in real terms during 1960-70 of no more than 24 per cent. 
_ In contrast, industrial production rose by only 1 per cent 
during 1969-70; most of this being accounted for by a 
higher rate of increase in manufacturing which, in turn, 
was offset by a reduction in the output of construction 
industries. Total company income increased by 44 per cent 
between 1969 and 1970 but, after allowance for stock 
appreciation, corporate profits were virtually unchanged. 
Rent and non-trading income from abroad were up by 
11% and 63 per cent respectively and it is evident that such 
income from abroad is providing an increasing share of 


total company income. A large part of this increase is due 
to higher interest rates throughout the world. 

During 1970 both interest and dividend payments rose 
by less than 24 fer cent; in fact, payments on equity shares 
fell. On the other hand, mainly as the result of the rise in 
corporation tax in the 1969 Budget, there was an appre- 
ciable rise in company tax payments — which was more 
than offset by lower additions to tax reserves following the 
reduction in corporation tax announced in October 1970. 

Taxes on higher incomes and spending raised the 
receipts of central government from taxation by over 
£2,000 million; taxes on incomes alone rose by £1,000 
million. ‘Total current expenditure by the public sector rose 
by 10 per cent, the principal contribution to that increase 
coming from: heavier expenditure on the national health 
service, national insurance benefits and grants to local 
authorities. The main feature of local authority expenditure 
was the appreciable increase in current expenditure on 
education. 

A review of public sector ege over the period 
1960-70 reveals some marked changes. There has been a 
marked decline in the share allocated to military defence, 
with substantial increased spending on the social services, 
in particular education, national health, welfare and social 
security benefits. Thus, in 1970, social service expenditure 
jumped by 11 per cent to £8,950 million and accounted 
for some 40 per cent of total public sector expenditure. Of 
that figure, social security benefits accounted for nearly half. 

On the other hand, the increase in fixed capital formation, 
g per cent, in money terms represented a real increase of 
1% per cent only. This modest increase occurred entirely 


in the private sector of the economy. On an industry basis 


there were rises in investment in manufacturing industry 
of 64 per cent, and in transport and communications of 


. I4 per cent; in contrast, investment in the gas, electricity 


and water indust ies fell by 12 per cent. 

A particular feature of the personal sector has been the 
shift in the pattern of personal expenditure. In constant 
prices, the share of consumer expenditure allocated to food 


fell between 196c and 1970 from 25 to 20 per cent; it rose 


on housing from 9°8 to 12°5 per cent and, similarly in the 
case of purchase and running costs of cars, rose from 
6 to 85 per cent. If there is a substantial minority 


- suffering hardship, then the evidence of the latest Blue 


Book suggests that the vast maj ES of the Dee 
must be living very well. a CS 
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New Credit Contro! 


Re precise significance of the new _ 


system of credit control which 
is gradually to be put into effect, 
` starting this week, can only be 
assessed in the light of events. Never- 
theless, the fundamental change is 
self-evident; collective agreements on 
lending and borrowing rates are to be 
superseded by a measure of com- 
petition. 

Not only will the clearing banks now 
compete among themselves, but also 
with the finance houses. Both groups 
will in future have to maintain 
minimum reserve asset ratios, the 
former of 124% per cent and the latter 
at 10 per cent. Control over the volume 
© of lending will be exercised by the 
authorities demanding special de- 
posits from the lending institutions 
whenever they are needed. 

For the first two weeks there is to 
be no change in the pattern of clearing 
bank lending rates, but, after the 
beginning of next month the banks will 
begin to compete for deposits by 
offering varying terms. On the lending 
side of the banks’ activities, rates to 
borrowers will no longer be linked 
with Bank rate. 

Perhaps the most interesting de- 
velopment is the fact that cash in hand 
is not classified under the list of 
eligible reserve assets, and no doubt 
the clearing banks are hoping that ex- 
perience with the newsystem may bring 
about a change on this point. Also the 
long-standing practice in the discount 
market of syndicating the weekly 
tender for Treasury Bills is to be 
ended. Nor will the Bank of England 
be acting as buyer of last resort for any 
gilt-edged stock with more than a year 
to run before maturity. 

The Bank of England’s Quarterly 
Bulletin for September includes, in 
addition to the usual commentary on 
events during the past quarter and the 
statistical appendices, an interesting 
article on the contribution to in- 
invisible earnings in the UK balance 
of payments made by the Baltic 
Exchange, investment trusts, and the 
London Stock Exchange, as well as 
Lloyd’s:. e 


In particular, the article refers to 
the Bank’s inquiry into the overseas 
earnings of accountants in 1970. 
While this is not yet complete, 
sufficient information is available to 


-indicate that there has been an increase 


in the invisible earnings of account- 
ants since the initial inquiry cf 1965. 
Total reported earnings to date amount 
to about £13 million, divided as 
between fo-r2 million for Scottish 
chartered accountants, {1-39 million 
for members of the English Institute, 
and fo-2 milion for certified ac- 
countants. The Bulletin estimates that 
if allowance is made for replies yet to 
come in, total overseas earnings of 
accountants might at present Le some 
£24 million a year. 


No Alternative ? 


GGRESSIVE buying in the mar- 
ket over a relatively short period, 
by a prospective acquirer in the course 
of a take-over battle, works against 
small shareholders who are not close 
to the market. The City Take-over 
Panel has recently expressed the view 
that an offeror who purchases for cash 
through the market or otherwise, and 
whether during or before the offer 
period, holdings of a size which may 
materially affect the outcome of the 
bid, should be required to offer a cash 
alternative to the remaining holders. 
This ruling is a consequence of 
institutional pressure following the 
Adepton bid for Williams Hudson, 
during which Adepton bought 26 per 
cent of the Hudson equity in the 
market. Adepton was willing te match 


the prices paid only with an offer of 
‘ Joan stock, whereas the institutions 


maintained that a bidder who paid 
cash for shares in the target company 
should be prepared to offer a cash 
alternative. . 

To give effect to its views, the Take- 
over Panel has promulgated a new 
Rule 29A which provides that, where 


more than 15 per cent of the shares 


under offer have been purchased for 
cash by the offeror or any person acting 
in concert with him during the offer 


379 


period or within one year prior to its 
commencement, the offer for that 
class shall (save in exceptional cir- 
cumstances) be in cash, or accom- 
panied by a cash alternative at not less 
than the highest cash price paid for 
shares acquired during that period. 

The full text of the new rule is 
available on application to the Sec- 
retary, Issuing Houses Association, 
20 Fenchurch Street, London EC3M 
3DB, accompanied by a stamped 
addressed envelope. The present Rule 
16, relating to shareholdings of the 
offeror in the target company, is 
amended to-substitute ‘one year’ in 
place’ of the previous period of six 
months. 


When is a Banik ? 


To Consumers’ Association, pub- 
lishers of Which? and Money 
Which?, has recently endorsed the 
Crowther Committee’s remarks (The 
Accountant, March 25th) on the ab- 
sence of any general definition of a 
‘bank’. In particular, the Association 
is critical of the use of such terms as 
‘bank loan’ and ‘bank overdraft’ in - 
advertising by concerns which are not 
‘banks’ as that term may be generally 
understood, but are within the pro- 
tection of section 123 of the Companies 
Act 1967. 

On the basis of its examination of a 
number of second mortgage loans, 
including those offered by some ‘sec- 
tion 123 banks’, the Consumers 
Association finds that the true rates of 
interest, as distinct from quoted rates, 
are often extremely high — four 
examples are quoted in the range of 
25 to over 30 per cent per annum ~ 
and advises against recourse to this 
source of finance whenever possible. 

Second mortgage borrowers from 
‘section 123 banks’, it is suggested, 
would ‘be well advised to consult a 
solicitor, particularly where excessive 
interest or service charges are quoted 
for the premature repayment of a loan. 


Back to the. City 


R GEOFFREY H. VIELER, 
F.C.A., is to retire from the board 

of the Post Office at the end of this 
month. : 
Mr Vieler, who qualified as a 
chartered accountant in 1932 and was 
formerly a partner in Binder Hamlyn 
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& Co, joined the Post Office board in 
July 1969 as managing director of 
Posts and Giro. Following an internal 
reorganization earlier this year, he 
retained responsibility for the Giro 
service and at the same time took 
charge of a number of other projects, 
including studies of the possible 
implications for the Post Office’ of 
Britain’s entry into the Common 
Market and the introduction of value 
added tax. 

In addition to his previous experi- 
ence in professional practice, Mr Vieler 
is a member of the committee of the 
London and District Society of Char- 
tered Accountants and a well-known 
speaker on taxation matters. According 
to the terms of his retirement from the 
Post Office, he will be ‘free to resume 
his interésts in the City’. 

His younger brother, Mr Douglas 
Vieler, F.C.A., is a partner in the South 
African firm of Price Waterhouse & 
Co. The two brothers share a distinc- 
tion which we believe to be unique in 
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accounting families, in that both were 
awarded honours in their final exami- 
nations — Geoffrey in May 1932 and 
Douglas in November 1936. 


Utilization of Plant 
NTERNAL auditors could do much 


to assist companies and other or- 
ganizations to maintain accuraté plant 
registers, according to Dr J. M. S5. 
Risk, B.COM., C.A., F.C.W.A., J.DIP.M.A., 
F.C.L.S., President of The Institute of 
Cost and Works Accountants. Speak- 
ing to members and guests of the 
London Chapter of The Institute of 
Internal Auditors last week, Dr Risk 
suggested that data on the realistic 
lives of assets should be built up so 
that depreciation charges could be 
more accurate and more sensitive 
forecasts made of cash requirements 
in future years — assuming that the 
product was not obsolete or had not 
priced itself out of the market. 

Improved machine utilization was of 





Governments New Pension Pian 


RES Government’s proposals for 
relating the retirement benefits 
provided under the National Insurance 
Acts to employers’ pension schemes 
were published in a White Paper on 
"Tuesday. 

- It is planned to recast the National 
Insurance scheme to the extent that 
the graduated pension scheme will be 
dropped, benefits secured by contri- 
butions already made being ‘frozen’. 


.Flat-rate benefits will be maintained, 


these and other National Insurance 
benefits being supported by earnings- 
related contributions of 54 per cent 
by employees and 7% per cent by 
employers levied on PAYE earnings 
up to one-and-a-half times the national 
average. 

_ Employers with pension schemes 
which satisfy certain conditions, not- 
ably as to the benefits they provide, 
will be able to apply for ‘recognition’ 
of their schemes by a statutory body 
set up for the purpose. Unless an 
employer secures recognition for 
his scheme, he will, with his em- 
ployees, be obliged to contribute to the 
Government’s ‘reserve’ scheme a 
further 24 and 14 per cent, respectively, 


of earnings up to one-and-a-half times 
the national average. ‘These con- 


tributions will be applied to purchase 
pension benefits according to the age 
at which each contribution is made 
under a scheme to be administered by 
an independent board of management. 

The overall contributions by em- 
ployees towards flat-rate benefits and 
to the reserve scheme will thus be the 
same as those envisaged at the outset 
under the National Superannuation 
and Social Insurance Bill of the 
Labour Government. The contribu- 
tions, like employees’ flat-rate and 
graduated contributions under the 
National Insurance scheme at present, 
will not attract any relief from income 
tax. 

An employee leaving the service of 
an employer, having been a member of 


-his pension scheme, is to be entitled — 


provided he has completed five years’ 
pensionable service and attained age 
26 — to a preserved pension, whether 
or not the scheme is recognized, in 
respect of his service both before end 
after the relevant legislation comes 
into force. In this event it will not be 
open to the employee to take a refund 
of his own contributions made after 
the legislation becomes operative. 

It is envisaged that the proposals will 
come into operation on April 6th, 1975. 
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great importance to Britain’s ..in- 
dustrial future. ‘What do we know’, 
asked Dr Risk, ‘of the working lives 
of our plant and machinery? Do we 
just think of a number, say ro years, 
and write the machine down to scrap 
value on a straight-line basis?’ It 
could well happen, and indeed often 
did, that many machines were written 
off over Io years when in fact they 
lasted for 12 to 15 years; on the 
other hand some were worn out after 
only seven years. Obviously a sub- 
stantial effort was needed to build up 
accurate factual pictures of the lifetime 
of each type of machinery. 


When considering the life of an 
asset, a factor that bad to be taken into 
account was whether the machine was 
used on a single or multi-shift basis; 
other ‘matters included the calibre of 
operators and degree of scheduled 
maintenance. Whilst some of these 
factors would be known in advance 
with reasonable accuracy, other ‘vari- 
ables’ might cause the effective life to 
vary from that predicted. | 


Dr Risk was convinced that in- 
tensive plant utilization was essential 
to the survival and expansion of many 
companies. In carrying out the appro- 
priate tasks both internal auditors and 
cost and works accountants would have 
much to contribute. | = 


A Welsh Budget 


ESPITE the publicity achieved 
by the more vocal and active 
supporters of nationalist causes in 
Scotland and Wales, rather less atten- 
tion has been paid to the economic 
justification, if any, of those causes. 


‘+ Following the publication of an 
estimated Scottish Budget in October 
1969, the Treasury has now produced 
Estimates of Central Government Rev- 
enue and Expenditure Attributable to 
Wales for the Financial Year 1968-69. 


‘The estimates suggest that current 


revenue from taxation and other 
receipts in Wales amounted to {622 
million in 1968-69, whereas current 
expenditure totalled £667 million. 
Spending for capital purposes in 
Wales, less capital receipts, amounted 
to £137 million so that the overall 
deficit for Wales amounted to {182 
million, or approximately one-fifth 
of total expenditure in that country. 
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Buildings or Plant? 


ESPITE the brevity of the In- 

vestment and Building Grants 
Act 1971 — or possibly because of it — 
the Department of Trade and In- 
dustry has found it necessary to 
release a further statement dealing 
with transitional problems in a par- 
ticular case. This instance concerns 
those assets which may qualify either 
as ‘plant and machinery’ or as ‘build- 
ings’; expenditure on such assets, as 
on other categories, is eligible for 
investment grant only if it falls due 
under a valid contract made before 
October 27th, 1970. 

The DTI has stated its position in 
such cases as follows: ‘Firms will be 
aware that certain assets which have 
qualified for investment grant under 
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the Industrial Development Act 1966 
as “plant and machinery” may also 
qualify as “building? for building 
grant purposes and it has been open 
to them to choose which grant to 
apply for in respect of these “overlap” 
items. Following the introduction of 
the 1971 Act, firms may find that 
expenditure on assets of this kind will 
no longer qualify for investment 
grant as applied for because it was not 
incurred under a valid contract made 
before October 27th, 1970. In these 
cases the Department of Trade and 
Industry will be prepared to consider 
inclusion of the relevant expenditure 
in a current building grant application, 
subject to the acceptance of its cost as 
part of the expenditure incurred in 
providing the building. 
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‘Similarly, where firms have re- 
ceived investment grant on part only 
of the cost of an asset but will be 
unable to claim grant on the balance 
as a result of the introduction of the 
Investment and Building Grants Act 
1971, the Department would be pre- 
pared to accept repayment of that 
investment grant to permit the whole 
of the expenditure involved to be 
submitted as part of a building grant 
application. 

‘Firms who wish to take advantage 
of this facility should consult the 
Investment Grant Office concerned, 
copying their letter of application to 
the Department of Trade and In- 
dustry (RID 4b) at Sanctuary Build- 
ings, 20 Great Smith Street, London 
SW1P 3DB.’ 





THIS IS MY LIFE 


Putting Them in 
the Picture 


by An Industrious Accountant 


TEM number 4 on the board meeting agenda read: 

‘To approve the report to shareholders on the first half- 
year’s profits, as per copy attached’. This fortunately was 
far from indicating a momentous controversy over an un- 
expected innovation. It was, in fact, merely a formality as 
the report in question had been well and truly chewed, 
digested, and accepted a good couple of weeks before. 

It wasn’t always so, of course. ‘Time was, many years ago, 
when our half-year’s accounts were felt to be essentially 
confidential, for the directors’ private eyes alone. After 
all, the figures hadn’t been audited and certain reserves 
were little more than guesstimates. ‘To circulate them, 
according to the chairman, who retained some fragmentary 
but fond memories of Kingsley’s Heroes, would be tanta- 
mount to sowing the dragon’s teeth which promptly 
sprang up as armed men. 

The change-over resulted from the managing director’s 
attendance at some top executive conference where he 
found himself the only member who didn’t publish a six- 
months’ statement. He returned to broach the idea to his 
colleagues at our next board meeting. 

The response was adverse. Virtually to a man. The 
chairman still tended to regard our profits as his own 
personal prerogative, while Prinny was alarmed at the 
thought that their rising trend would provoke a trade union 


demand. The deputy chairman temperamentally didn’t 
like his right hand to know what his left was doing, which 
wasn’t surprising in view of the number of times the said 
left had blotted its copybook. Besides, he always suspected 
the MD’s suggestions on principle. 

But the MD was a good strategist. Like Laertes, he 
gave his thoughts no tongue, nor any unproportioned 
thought his act. He didn’t press his recommendation. 
Instead he side-tracked any decision and instructed me to 
provide a selection of examples from leading industries 
to support his case. 

The examples were plentiful. ‘They came verbose or 
brief, vague or statistic-oriented, cautious or dogmatic. 
Their evidence as to best modern practice was over- 
whelming. 

Just to highlight the other extreme — the bogyman 
behind non-disclosure feared by shareholders and investors 
over the years — I included a note of the $69 million 
Westinghouse Electric Company, which sent its share- 
holders no annual accounts and held no annual meeting 
from 1897 to 1906. Ultimately, the July 1906 report 
showed sales but no profits, while its income section 
grouped the preceding six years together to reveal a surplus 
in the profit and loss account, after paying dividends, of 
$11-5 million. Regrettably, a statement issued the following 
November showed a loss of $426,000 for 1906 after paying 
dividends, and heads rolled. 

My tactlessness irked the MD who instructed me to 
prepare my own idea of a draft report. I did. It was 
eloquent, elegant and informative and occupied two full 
pages, and he rejected it zz toto. “Special pleading, unbal- 
anced, and over-informative’, he said icily, ‘you must 
consider its impact on every kind of reader; see it partly 
as an insurance policy for management.’ 

His own final version was a single paragraph, with three 
quantifiable figures (subject to audit) and a forecast (sub- 
ject to unchanged circumstances). We’ve expanded it some- 
what since, but we still concentrate on a few basic facts. 
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CHARTERED ACCOUNTANTS’ CAMBRIDGE CONFERENCE 


Living with Inflation 


Causes, Effects and Remedies 


HURCHILL College, Cambridge, last week welcomed 

members of The Institute of Chartered Accountants in 
England and Wales, who assembled to discuss ‘Inflation — The 
accounting and social implications’ under the chairmanship 
of Mr W. E. Parker, c.B.£., F.c.a. The topical importance of 
the subject, its many facets and the differing viewpoints of 
the several distinguished speakers combined to provoke a 
keen interest, and at times a lively controversy, amongst the 
participants. 

Delivering the first address, Professor F. W. Paish, M.c., 
M.A., spoke of accounting inadequacies in conditions of infla- 
tion. It might be correct as a general statement, he said, to 
define ‘inflation’ as existing when the amount that people have 
to spend rises faster than the availability of things to spend it 
on — that is, when incomes rise faster than output — though he 
preferred to regard it as the consequence of incomes rising 
‘faster than the sustainable growth of output’. 


Increased prices 


Inflation was a measure of the fall in the purchasing power of 
money, and not of changes in individual prices. In particular, 
price rises due to tax changes were not ‘inflationary’, if fiscal 
policy turned from direct to indirect taxation so that higher 
prices were matched by higher tax-paid incomes. 

Professor Paish attributed the level of wage increases in 
recent years to a supply and demand situation, due to excess 
demands for manpower down to 1969, and to a ‘cost-push’ 
since that date. Experience suggested that rising costs were 
passed on to the consumer after a time-lag of perhaps six 
months. 

If company accounts could be prepared so as to show the 
true profit after maintaining capital intact, there might be a 
wider understanding of what the true facts were. The effect of 
inflation had not been to increase business profits, but in real 
terms to reduce them, with proportionately bigger reductions 
in company savings. He suggested that government-sponsored 
investment incentives in recent years had gone to maintain 
dividends at the expense of savings; and added, amid laughter, 
that this was perhaps not the only instance of governmental 
policy having an unintended result. 

He alluded to the effects of inflation on replacement cost of 
assets, in particular fixed assets and stock. Undervaluing assets 
was as dangerous, in his view, as over-valuing them; it was 
liable to give a totally false impression of the yield earned, and 
he also favoured the calculation of depreciation on the basis of 
replacement rather than historic cost. Whilst inflationary effects 
on stock valuation were significant only in years of rapid rise, 
he argued that opening stocks should be valued at the closing 
price, or closing stocks at opening price, and that only the rise 
between those two adjusted figures could represent true profit. 
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En hae 
Oscar Lemon’s bust of Sir Winston Churchill 
(above) dominates the main staircase to the 
Dining Hall. Copied from an original now in 
Windsor Castle, it was presented to the College 
by the Government in 1963. 


The Liro method, in an inflationary environment, increasingly 
falsified the balance sheet. 

Cash-flow was affected by potentially higher investment, 
which in his assessment tended to lag from 6 to 12 months 
behind turnover and profits. Tax was also payable one or two 
years after the event, possibly on high profit figures at a time 
when reduced funds were available. Cash-flow projections, he 
thought, should be made for at least one year ahead. 

It was necessary for accountants to take a more positive role 
in determining the information needed by management to reach 
decisions; he appeared to doubt whether management itself 
always knew what information it wanted, and there was a risk 
that any item, once requested for a specific or limited purpose, 
might continue to be supplied indefinitely. Somebody should 
be in the position of telling directors what they needed and that 
‘somebody’ might as well be an accountant. 


Profitability under inflation 


The first speaker on Thursday morning was Mr H. Vermeulen, 
of the Dutch NV Philips undertaking, who stressed that the 
function of accounts was to give a true and fair view of the 
company’s assets and liabilities, normally on a ‘going concern’ 
basis. Before considering the effects of an inflationary environ- 
ment upon accounts, there were such fundamentals as the 
concept of ‘profit’ and profitability to be examined; for instance, 
did an increase in the market price of goods already in stock 
result in a ‘profit’, or the inflationary erosion of equity capital 
invested in monetary assets in a ‘loss’? A balance sheet and profit 
and loss account should be drawn up so as to facilitate meaning- 
ful conclusions on profitability, return on assets and return on 
equity. 

Mr Vermeulen offered several suggestions for the adjustment 
of various classes of asset, including buildings, equipment, 
stock and work in progress, and monetary assets. The effects of 
revaluation at current levels were credited to a ‘valuation differ- 
ences account’, analysed between amounts arising on sales 
during the period and unrealized amounts. 

Realized valuation differences, he suggested, were not ‘profit’ 
if they were required to continue the business and to replace 
assets — though valuation surpluses on assets financed with loan 
capital might be ‘profit’, if inflation had already been paid for 
in the form of high interest rates. Shareholders did not become 
‘richer’ in an inflationary situation, nor were employees ‘better 
off’ unless in terms of purchasing power. Real profit did not 
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exist unless the original purchasing power of equity capital was 
maintained. 

From the standpoint of an individual business, changes in 
the general purchasing power of money were less relevant than 
the continuation of its activities and its position in the market, 
and these features should be reflected in the accounts. From a 
national standpoint, a profit to one business was a potential 
loss to another, and inflationary price increases did not benefit 
the community. Shareholders should be aware that distributed 
profits, where the general purchasing power of money had not 
been maintained, only maintained the original value of their 
investment. 


Cash-flow accounting 


Professor G. H. Lawson, M.A.(ECON.), A.C.C.A., of the Man- 
chester Business School, is well known as an exponent of cash- 
flow accounting. He apologized in advance for his necessarily 
superficial treatment of the subject, explaining that the four 
main points of his paper were taken from a course of lectures 
which normally occupied 60 hours! 

Cash-flow accounting, he emphasized, was not an assertion 
that a summary of the bank statement for the last 12 months 
was the best form of financial reporting; nor was it synonymous 
with receipts and payments accounting. He described it as an 
analytical framework for linking past, present and prospective 
future financial performance, which — despite the officially 
expressed view that it was not the purpose of annual accounts 
to facilitate investment decisions by individuals — could lead in 
time to more rational and stable share prices and an improved 
capital market. 

He contrasted cash-flow statements with statements of source 
and application of funds, which he suggested were no more 
informative to the average investor — without some guidance 
on their interpretation — than the conventional balance sheet and 
profit and loss account. Nor, to the extent that source and 
application statements included asset valuations which were 
matters of personal judgement, could they be regarded as 
objective statements of fact. 

Basically, inflation could be allowed for in 
any accounting process by specifying costs 
and revenues either in money terms or 
in terms of a base year price level; Professor 
Lawson thought it misleading to describe 
the latter concept as ‘accounting in real 
terms’, nor did he favour the use of indices 
to adjust figures for inflation. The com- 
pany-shareholder relationship was a cash- 
flow relationship — shareholders were concerned 
with the relation of their dividends to pur- 
chasing power — and forecasting in money 
terms facilitated comparison of the forecast 
money return to shareholders with the com- 
ponents of the return as actually received. He 
claimed that cash-flow accounting was neither 
an alternative to accounting for inflation, nor 
merely a reaction to it; whilst the practical 
arguments in favour of cash-flow accounting 
were reinforced by continuing and accelerating 
inflation, the existence of inflation was by no 
means the only justification for a system which 
aimed to determine the true relationship 
between a company and its shareholders over a 
significant period of time. 

He produced a series of mathematical 
equations to relate the DCF rate of return 
necessary on a specific project to meet the 
anticipated rate of return to shareholders under 
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given conditions of inflation and increasing wage rates. His brief 
solution to the problem of providing extra cash for asset replace- 
ment, or of preserving shareholders’ capital intact in real terms 
was that capital projects should be sufhciently profitable; there 
must be a satisfactory analysis of the impact of inflation both upon 
the investment decisions and upon shareholder anticipations. 


Costing and pricing 


Mr E. L. S. Weiss, F.c.A., began his address by recalling the 
reputed complaint of Karl Marx’s mother, that she wished her 
son would stop writing about capital, and settle down to make 
some. In the same way, Mr Weiss suggested that accountants 
had tended to concentrate overmuch on reporting profits, 
rather than how to make them. Inflation was not the only factor 
— although certainly an important one — which distorted 
profits. 

Inflation had been with us for the past seven centuries, and 
seemed likely to continue; it was now running at a faster rate 
than ever before, and had become front-page news by virtue of 
its rapid acceleration. Mr Weiss saw ‘some social justice’ in 
continuing inflation, since without it wealth tended to remain in 
the same hands. This had in fact happened in Britain during 
the period of the industrial revolution, when simultaneous 
increases in productive capacity and in population had combined 
to hold wage rates at an artificially low level. The present 
phenomenon of inflation and unemployment existing together 
he attributed to the power of organized labour, quoting an 
American remark to the effect that ‘it did not matter how many 
men were out of work, if those still employed were getting 
higher wages’. 

He outlined the essentials of a system of direct costing and 
budgeting to show the profit contribution of sales after charging 
materials, direct labour and variable overheads but before fixed 
costs. This enabled costs to be monitored and analysed as 
between internal and external costs. The use of standards was 
essential; these, in his view, might be set as at either the end of 
the budget year or the mid-point of anticipated cost increases. 
It must be recognized that ‘variances’ arising on such standards 
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were to an extent incompatible with reporting to lower manage- 
ment, particularly factory management, who had been taught to 
regard variances as a signal for necessary action on their 
part. 

Two features of pricing policy were emphasized in the course 
of Mr Weiss’s address. First, prices in an inflationary environ- 
ment must have regard not merely to expected costs but to the 
expected time of manufacture — a point of particular significance 
in the machine tool industry, where long ‘lead’ times from 
quotation and order to completion were commonplace. Secondly, 
budgets should show the company’s ‘conversion costs’ — that is, 
labour and variable overheads included in cost of sales- 
separately from raw materials. The conversion operations on 
raw materials were specific to the company and its immediate 
competitors, and required a different approach from the 
materials themselves, which were available to anyone. Addition 
of a uniform percentage rate created a danger of pricing oneself 
out of the market; it was preferable to take full profit 
contribution on conversion costs and a smaller mark-up 
on materials. 


Profit contribution 


It was important to ascertain, for each product, profit 
contribution as a percentage of sales and also of conversion 
costs. The analysis of cost of sales between materials and con- 
version costs was most useful, even irrespective of inflation, 
particularly where a high proportion of bought-out components 
was involved. 

Mr Weiss described monitoring of prices as an iterative 
process, in which he illustrated five stages: 


(i) Profitability of unexecuted order book 
(ii) Analyse cost increases 







(iii) Compare with outside movements 
(iv) Forecast future movements 
(v) Reconsider profit costs 


If prices can thus be increased, profits will be maintained. 
In comparing the analysis of cost increases with outside move- 
ments, Mr Weiss mentioned that wages and earnings had 
increased by over 46 per cent from 1963 to 1970, compared 
with a 26 per cent increase in materials. 

He also claimed that the effects of inflation on working 
capital were as significant as on fixed assets, and that a direct 
correlation between higher investment and higher profits was 
unproved. Many companies still had surplus rather than 
inadequate capacity. 

Friday afternoon was devoted to less serious topics, rival 
attractions being a golf competition, a tour of Cambridge and 
a visit to a local brewery. Surprisingly, this last alternative was 
under-subscribed, and provoked unkind comment on the 
supposed quality of the product. 


Theories of inflation 


Some trace of the recreational atmosphere was still to be 
observed when Mr C. W. McMahon, an executive director of 
the Bank of England, took the rostrum on Saturday morning. 
He introduced himself as ‘an economist masquerading as a 
central banker’ and suggested that the reputation of both 
professions as witch-doctors ranked only marginally behind 
accountants! He also quoted an early instance of alleged infla- 
tion from Biblical times, ‘Who hath seen a virtuous woman? — 
her price is above rubies.’ : 

Though inflation is a widespread phenomenon, Mr McMahon 
found that there was an equally widespread disarray and 
ignorance of its causes, effects and remedies. There was in fact 
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no single recipe for avoiding inflation; thus Great Britain had 
enjoyed price stability for almost a hundred years from 1815 
to 1914 due to massive developments in productive capacity, 
and again between the two world wars due to industrial de- 
pression. France, Japan and Latin-America had all experienced 
inflation on a relatively high scale, but which had proved 
possible to live with-in contrast to the disastrous ‘hyper- 
inflation’ in Germany after the First World War. In the United 
Kingdom, the rate of inflation had remained at a fairly steady 
3 per cent per annum from 1950 to 1969, but since then had 
been running at more than double that figure. 


No single key 


Inflation had been variously attributed to ‘demand-push’, to 
‘cost-push’, to the supply of money or to individual expectations; 
there was in fact no single magic key to price stability, and 
inflation was likely to be with us for a number of years yet. In 
these circumstances it seemed appropriate to accept the reality 
of inflation, and to ameliorate rather than to exacerbate its 
consequences. 

There was a deep-seated public reluctance to admit the fact 
of inflation, and although there had been signs of ‘adjustment’ 
to it in the form of higher wages and interest rates, there was 
no general flight from money into goods in either the UK or 
the USA. The combination of increased money incomes with 
limited demand had led to ‘stagflation’ -an ugly but quite 
appropriate term. 

Although one of the worst problems created by inflation was 
the sense of uncertainty, a cynic might think that governments 
do rather well out of inflation; thus, for instance, the British 
National Debt now represents about eight months of the GNP, 
compared with two and a half years in 1946, and inflation also 
introduced an element of ‘back-door’ capital gains tax. On the 
other hand, these effects were not legislated for, they did not 
represent democratic decisions and they were not part of policy. 
Governments had been urged in some quarters to issue ‘index’ 
bonds; the problem here was that unless all existing government 
securities were redeemed and replaced, there would be immedi- 
ate arbitrage between index-related and fixed-interest bonds, 
providing a ready assessment of the rate of inflation. Prophecies 
by governments had a marked tendency to self-achieve- 
ment. 


Company accounts 


United Kingdom companies, according to Mr McMahon, had 
been ‘culpably slow’ in the pace of their adjustment to inflation. 
This could not be excused by any lack of available financial 
expertise or sophistication, nor were companies in the position 
of government to make self-achieving prophecies. 

He spoke of the uncertainty of making inflation projections 
into the future; it was not inconceivable, he said, that a future 
government might seek to control inflation by direct action, and 
the consequences of such draconian measures would be un- 
pleasant. Adjustments for anticipated inflation were, in his 


view, dangerous, whereas adjustments in respect of past 


inflation were in general a stabilizing influence and a recognition 
of reality. Companies might well not have raised their prices 
enough, and the fall in profits was alarming in an economy 
where goods and services were largely generated in the private 
sector; there was still resistance to the idea that a nominally 
attractive return might prove to be ‘zero’ or negative in real 
terms. 

The Bank of England was sympathetic towards the pro- 
fession’s initiative on accounting for inflation; and, whilst no 
index could give more than a broad picture, it was nevertheless 
a better picture for some purposes than could be obtained from 


THE 


September 16th, 1971 ACCOUNTANT 385 






D, under the leadership of Mr J. D. Cormie, M.A., F.C.A. (extreme /eft), taking advantage of the fine weather. 


Group 


Modern sculpture provides the setting for some personalities in lighter 
mood: (from left) Mr R. G. Wilson, F.C.A., Mr K. A. Sherwood, F.C.A., 
Professor Edward Stamp, M.A., C.A., and Mr J. P. Hough, F.C.A. 





Professor G. H. Lawson, M.A.(Econ.), A.C.C.A. (extreme right), with 
three members of Council: Messrs G. R. Appleyard, F.C.A., Stanley 
Kitchen, F.C.A., and H. Gordon Smith, F.C.A., at tea-time. 





The Vice-President, Mr E. K. Wright, M.A., F.C.A. (third from right), meets Group H. The group leader is Mr A. C. Essex, F.C.A. 
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An attentive audience for Professor Lawson's paper. 


historic costs. Mr McMahon urged the profession to positive 
action, even with the recognition that any steps taken would 
necessarily be tentative and imperfect, and would require 
improvement in the future; if accountants waited too long in 
debating the ideal, they would remain where they were. 


Profession’s approach 


As the final speaker, Mr W. E. Parker, C.B.E., F.C.A., said that 
his primary function would be to bring back the discussion — 
which in some groups had ranged over a very wide area! — 
to the point. There was something to be said for the policy of 
constantly dripping water on to stone if the profession was to 
achieve anything, and accountants should be clear what they 
were talking about. 

Inflation concerned, in the words of an old political tag, ‘the 
value of the pound in our pocket’; the comparison of real values 
today, yesterday and tomorrow. With freedom of choice in 
spending, the £ was the same £ whether it was spent on some- 
thing within the UK or on something from abroad, and he was 
reluctant to accept the theory of domestic versus ‘imported’ 
inflation. Inflation revealed itself in rising prices, but price 
changes were not exclusively due to inflation; it was only one of 
several possible factors in price movements, and a particular 
increase should’ not automatically be labelled ‘inflation’, 
Inflation was not to be confused with variations in the real cost 
of particular goods and services. 

With the assistance of some time-honoured ‘visual aids’ 
which delighted his audience, Mr Parker compared the impact 
on income statement and balance sheet of reporting a given 
transaction on bases of historic cost, replacement cost, and 
current purchasing power using various indices. He illustrated 
the distinction between profits on holding commodities, profits 
on transactions and inflation, and stressed the significance of 
CPP accounting on the income, in particular, of a long lender of 
money. 

Company chairmen at the present time were, for this purpose, 
‘windbags’; their reported figures were ‘blown up’, like flatu- 
lence, with inflation, and the amount of that inflation should be 
separately identified. Inflation struck at the whole yardstick 
of expressing financial results in monetary terms, and the ten- 
year summaries which many companies now produced were 
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‘absolutely misleading’ unless expressed in a 
standard language of today’s Ze rather than 
those of ten years ago. 

The measurement of and accounting for 
inflation, said Mr Parker, were other matters 
from the question of changing from historic 
cost to replacement cost accounting. This was 
a change which the Institute did not at present 
recommend; for one reason alone, it would 
greatly increase the area for subjective judge- 
ment in the preparation of accounts, leading to 
difficulties for auditors and to inroads upon the 
principles of comparability and consistency. 
CPP accounting, on the other hand, involved 
the use of a general index of the value of the 
£ in our pocket, to whatever use it was 
put. 

Ought accountants to recognize the influence 
on accounts of inflation as defined? Obviously 
yes, said Mr Parker. The profession then faced 
the following questions: 


(i) How do we measure it? 

(11) How do we conduct the arithmetic? 
(111) How do we present the results? 
(iv) How do we get them accepted? 


The Institute had been urged, as the body most closely 
involved with the problem, to issue its own definitive standard 
and to be prepared to ‘go it alone’ if necessary. There was no 
doubt that, with the support of all its members both in industry 
and practice, the sanctions which the Institute could impose 
would achieve a great deal, but there was a very real source of 
potential embarrassment in the fact that an auditor who found 
it hypothetically necessary to qualify his report in respect of 
non-adjustment for the effects of inflation would be in the 
position of substituting alternative figures for every item in the 
accounts! The principles already laid down in section Uro of 
the Members’ Handbook, ‘Qualifications in Auditors’ Reports’ 
(The Accountant, August 24th, 1968) made it clear that the 
effects of a qualification should also be quantified. 

It was preferable to persuade industry to endorse the Insti- 
tute’s views, even though this might lead — particularly for 
companies with heavy investment in plant or materials — to 
superficially less attractive presentations to their shareholders. 
To this end, the Institute needed the help and support of 
‘everybody we can get" -the Stock Exchange, the Bank of 
England and other financial institutions. 

There were potential problems in the political field, and 
whilst the Treasury and the DTI appeared to be favourably 
disposed ‘behind the scenes’, the Inland Revenue might well 
be alarmed by a concept which threatened to introduce greatly 
increased allowances for capital investment, and claims in 
respect of changes in the value of money. Mr Parker ended his 
address by inviting all members in industry whose companies 
might be prepared to support the Institute’s initiative to let 
the extent of this support be known. 


A successful conference 


Speaking to The Accountant last week, Mr E. K. Wright, 
M.A., F.C.A., Vice-President of the Institute and a former 
chairman of its courses committee, expressed himself well 
satisfied with the response to the conference, and emphasized 
the continuing growth in the Institute’s courses programme. 
The decline in attendances, he said, had been arrested and a 
substantial number of the present attendance were making 
their first visit to a summer conference — two features which he 
found particularly encouraging for the future. 
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Recession or Devaluation? 


The Economic Trap that Lies Ahead 


By DOUGLAS LAWRENCE, M.A. 


_ Since early 1970, the economy has been in the trap of accelerating inflation and rising 
unemployment. Now there seems a chance that the jaws of the trap can be forced open, 
slowing down inflation and reversing the trend of unemployment. But how far will the 
trap open, and will it soon snap down again — perhaps harder than before ? 


Tee major initiatives recently have brought to an end 
the attempt to kill inflation through rising unemploy- 
ment — a conflict that has left both contestants strong in the 
field. The first of these is the July reflationary package to 
generate spending and create new jobs. The second is 
the CBI proposal to limit price increases — the approach 
to an incomes policy, since it is intended to spark off some 
positive response from the TUC. How powerful can these 
two moves be in helping us break out of the prices, wages 
and jobs circle that has hemmed us in? 


Check to unemployment 


The reflationary measures will undoubtedly first check 
and then reverse the trend to unemployment. When added 
to the April measures — the effects of which have yet to be 
fully felt — there is a spur to the economy not only sub- 
stantial in itself, but also sharp enough to ignite that 
mysterious compound ‘business confidence’, setting off a 
chain reaction of spending and re-spending. 

There will be problems, of course. Will the regions 
where unemployment is highest get their full share of new 
jobs? Will the unskilled find new jobs as easily as the skilled? 
Will the way back to full employment be as rapid as the 
road away from it was? But by and large the redundancies 
will dwindle and the vacant jobs will appear again. 

About the prospects for checking inflation, however, one 
must feel much less sanguine. The CBI arrangement for 
two hundred large firms to limit their price increases to 
5 per cent over a year is an important move, as it marks 
a break with the idea that inflation can be defeated by 
‘market forces’. It recognizes that a more hopeful line of 
approach is an agreement, either tacit or open, between 
companies and unions, to limit on the one side prices and 
on the other wages. This may be the forerunner of a series 
of agreements that become progressively more elaborate 
until they get a firm grip on the inflationary forces. These 
first feelers, however, are unlikely in themselves to hold 
back what are powerful upward pressures on prices. 


Inflation inbuilt 


The problem now is that inflation at its present level 
has become built into the economy. When the unions are 
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formulating their wage claims they are looking as much to 
what has happened in the previous year as to what is likely 
to happen in the year ahead. Their first aim. is to: regain 
the purchasing power of their eroded wage, before they 
come to take a view about the future course of prices. They 
will be concerned, with the recent settlements obtained by 
other unions and the level of profits firms are making. Some 
of the pacesetters in wage negotiation, particularly in the 
motor industry, have already obtained increases that cover 
two years and which project inflation into the future. So 
one must be cautious about the eventual union response; it 
may be positive, but is unlikely to be large, and it will take 
time to be worked out fully. Sa 

Meanwhile, the impact of the reflationary measures will 
be having effects (whatever their beneficial stimulus to 
employment, production and investment) on prices and the 
balance cf payments that will progressively become more 
adverse. 

We have been so obsessed recently with cost inflation 
(with unions pushing up wages and firms their prices) that 
demand inflation has fallen into the background. But as 
spending increases and unemployment falls, so shortages 
and bottlenecks emerge in the economy, and market 
mechanisms seek to equate supply and demand through 
increased prices. In the most important market of all — 
the labour market — the gaps between demand and supply 
may arise quite quickly, since skilled labour has not been 
hit very severely by the recession, and may soon be in 
short supply. The bidding by employers for these skilled 
workers could trigger off new inflationary pressures that 
counteract the restraining influences of any tentative prices 
and incomes understandings between companies and 
unions. 


Balance of payments 


The very strong balance of payments surplus that we have 
on current account is bound to be progressively eroded as 
unemployment falls and production increases. An active, 
expanding economy will need more imports to service it 
and this is unlikely to be matched by expanding exports. 
Indeed, the evidence is that our balance of payments 
position is healthy only because the recession has kept 
down our imports, rather than through the success of our 
exports. Although we have not had a balance of payments 
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problem for some years now, we must not imagine that 
this traditional weakness of our economy since the war is 
no longer with us. It is lying there, waiting to be revealed 
by an expanding economy. 

We are likely then to be approaching a period when 
unemployment will decline, inflation will seem to be 


=- checked and the jaws of the trap will seem to be opening. 


But this may be short-lived; the trap will close again, only 
this time the jaws will be inflation and the balance of pay- 
ments. Will the only remedies then be recession or de- 
valuation? There may be a way out, by tackling the 
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sharpest Jaw of the trap — 
incomes policy. 

The cautious start to such a policy by the CBI must be 
taken up by the Government and forged into something 
firmer and more permanent, involving prices, wages and 
dividends. There may be a breathing space in which the 
climate is favourable to creating such a policy, but unless 
this time is used we shall be back in a trap as tight as ever. 
The restraint of inflation is not only an achievement in 
itself, but also a contribution to the viability of our goods 
in overseas markets. 


inflation — through a prices and 


Pioneer of Scientific Operations Research 


by DOUGLAS GARBUTT, M.Ed., A.C.1.S:, A.C.W.A., A.M.B.I.M. 


The year 1971 marks the centenary of the death of Charles Babbage, a remarkable 
Englishman who is best remembered today for his work on the ‘Difference and Analytical 
Engines’, the construction of which occupied a large part of his life. 


He never brought the engines into successful operation but, in the process of building them, 


developed the principles on which all modern computers are based. A memorial meeting, 


jointly sponsored in recognition of his work by the British Computer Society and the Royal 


Statistical Society, will be held at the Institution of Electrical Engineers on October 18th. 


HERE are alternative versions of how Babbage hit 

on the idea for his machines, but one suggestion is 
that Herschell and Babbage were checking some tedious 
calculations for the Astronomical Society when Babbage 
said ‘I wish to God these calculations had been executed 
by steam.’ ‘It is quite possible,’ replied Herschell. From 
then on, Babbage was obsessed with the idea of building 
a steam calculating engine. 
- Initially, he received financial support from the govern- 
ment. Indeed, among Babbage’s many claims to distinction 
may be that he was the first man to see the government as 
a rich source of funds for sponsored scientific research. 
However, his failure to build his first difference engine 
made it difficult to find support for work on his analytical 
engine; he lost a great deal of his own money on the project 
and became embittered into the bargain. 


Varied interests 


Babbage is less well-known for his other interests, which 
were rich and varied. He worked on the Great Western 
Railway for Brunel, on an automatic recording device; 
he developed a numerical system of occulting lighthouses; 
worked on submarine design; suggested the use of rockets 
for boosting projectiles and a coloured lighting apparatus 
for the theatre. He suggested a method for analysing the 
climate in the past from tree-rings, which was taken up 
in this century, and he even started to write a novel to 


finance the comoletion of his analytical engine. Despite 
early success and acclaim, he was widely regarded as a 
crackpot later in life and his obituary in The Times sar- 
donically referred to his death at nearly 80 — ‘in spite of 
organ-grinding persecution’. His hatred of organ-grinders 
was strangely at odds with his mechanical obsessions. 
Babbage was made Lucasian Professor of Mathematics 
in the University of Cambridge whilst he was abroad, 
visiting a considerable number of workshops and factories 
as part of the background work on his calculating engine. 
These visits led to his book On the Economy of Machinery 
and Manufactures', which is the only major piece of work 
he ever completed. According to the preface, the book 
was intended to constitute a course of lectures at Cam- 
bridge, but for scme reason this intention was abandoned; 
and although he held the chair until 1839, he never resided 


in college or taught there. The book reflects a broad 


experience and variety of interests in a combination of 
practicality and theoretical lucidity which rivals that of 
Adam Smith. Even today, the combination is unusual and 
the book is still good reading. 


Babbage states in his preface: 


‘The difficulty of understanding the processes of manu- 
factures has unfortunately been greatly overrated. To 
examine them with the eye of a manufacturer, so as to be able 
to direct others to repeat them,. does undoubtedly require 
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much skill and previous acquaintance with the subject; but 
merely to apprehend their general principles and mutual 
relations, is within the power of almost every person possess- 
ing a tolerable education. 

“Those who possess rank in a manufacturing country can 
scarcely be excused if they are entirely ignorant of principles 
whose development has produced its greatness. The possessors 
of wealth can scarcely be indifferent to processes which 
nearly or remotely have been the fertile source of their 
possessions. Those who enjoy leisure can scarcely find a 
more interesting and instructive pursuit than the examination 
of the workshops of their own country, which contain within 
them a rich mine of knowledge, too generally neglected by the 
wealthier classes. 

‘The amount of patient thought, repeated experiment, of 
happy exertion of genius, by which our manufacturers have 
been created and carried to their present excellence, is 
scarcely to be imagined. If we look around the rooms we 
inhabit, or through those store-houses of every convenience, 
of every luxury that man can desire, which deck the crowded 
streets of our largest cities, we shall find in the history of 
each article, of every fabric, a series of failures which have 
gradually led the way to excellence; and we shall notice 
in the art of making even the most insignificant of them, 
processes calculated to excite our admiration by their sim- 
plicity, or to rivet our attention by their unlooked for results.’ 


Economic theories 


Throughout the book, examples are adduced to illustrate 
the application of general economic theories. His first 
twelve chapters deal with the elements of manufacturing. 
He first discusses the advantages which rise from the use 
of machinery in manufacture, and then considers numerous 
examples which these advantages are exemplified in prac- 
tice; in accumulating power; in regulating power; in 
increasing or reducing the velocity of processes; in ex- 
tending the time of action of natural forces; in saving time 


‘in natural operations; in exerting forces beyond human 


power; in executing operations too delicate for human 
senses; in registering operations; in economizing on 
material; in using identical operations in the manufacture 
of various products; in achieving accuracy of work; and 
in enabling a wide variety of. copying processes to be used. 
This analysis leads to a proposed skeleton for general 
inquiries into manufacturing processes, incorporated in a 
draft questionnaire to which Babbage appends a caution 
which, perhaps even today, may sometimes be forgotten: 
‘In filling up the answers which require numbers, some 
care should be taken; for instance, if the observer stands 
with his watch in his hand . . . the workman will almost 
certainly increase his speed, and the estimate will be too 
large.’ 
This is nearly a hundred years before the Hawthorne 
experiments! The caution continues: 
‘A much better average will result from inquiring what 
quantity 1s considered a fair day’s work.’ 


This is more than a hundred years before Wilfred Brown 
and Elliott Jacques! It goes on to make a suggestion which 
is still more honoured in the breach than the observance: 


‘When this cannot be ascertained, the number of operations 
performed in a given time may frequently be ascertained 
when the workman is quite unconscious that any person is 
observing him. Thus, the sound made by the motion of a 
loom may enable the observer to count the number of 
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strokes per minute, even though he is outside the building 

in which it is contained.’ 

It has been suggested that Babbage was a pioneer of 
operations research, but his interests were so wide that he 
might also claim a similar status in relation to work study, 
industrial engineering and cost accounting. For instance, 
Babbage refers to a study by Coulomb, who found out 
by experiment what was the most advantageous load for a 
porter carrying wood upstairs on his shoulders, but then 
went on to show that a man walking upstairs without any 
load and raising the burden by means of his own weight 
in descencing could do as much work in one day as four 
men employed in the ordinary way with the most favourable 
load. 

The industries he comments on are surprisingly varied; 
steel making, engineering, spinning and sewing, needle 
and pin making, watch and clock making, automatons, the 
printing and signing of bank notes, gas and water distri- 
bution, cutting veneers, the use of printing inks, engraving 
and music printing, wire-drawing, making vermicelli, 
silk making; the list is almost endless. 

Nor is the style inhibited. Indeed, Babbage is a veritable 
poet of industrial and commercial processes. For example, 
when he talks of the regulation of power so as to produce 
uniformity and steadiness in work, he speaks of: 

“That beautiful contrivance the governor of the steam 
enpine; 45° 
and later of 
‘Another very beautiful contrivance for regulating the 
number of strokes made by steam engines is used in Cornwall, 
it is called the Cataract... .’ 


The book is a fascinating gold-mine of information about 
methods of manufacture at the early part of the nineteenth 
century, so varied that it can surprise by its relevance. 


An eye-opener 


For example, during 1970, the manufacturers of glass eyes 
for dolls in the United Kingdom applied for a tariff pro- 
tection against unfair competition from the makers of 
glass eyes in the United States. One might see this as a 
rather esoteric industry: certainly The Times* found it 
interesting enough to cover at some length. Yet Babbage 
has something to say on this. In fact, he describes, probably, 
how the industry began, in his chapter dealing with the 
problems of establishing a new industry. 

Babbage quotes from evidence given to a House of 
Commons’ Committee by a Mr Ostler, a manufacturer 
of glass keads and other toys of the same substance, from 
Birmingham. Mr Ostler states: 

‘Eighteen years ago on my first journey to London a 
respectable looking man in the City asked me if I could supply 
him with dolls’ eyes; and I was foolish enough to feel half 
offended; I thought it derogatory to my new dignity as a 
manufacturer to make dolls’ eyes. He took me into a room 
quite as wide and, perhaps, twice the length of this and we had 
just room to walk between stacks, from floor to ceiling, of 
parts of dolls. He said "These are only the legs and arms; the 
trunks are below.” But I saw enough to convince me that 
he wanted a great many eyes; and as the article appeared 
quite in my own line of business, I said I would take an 
order by way of experiment.’ 


* February 2nd, 1971. 
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But Ostler ran into difficulty in finding m men who could 
make the eyes, until one day 


‘I accidentally met with a poor fellow who had impover- 
‘ished himself by drinking and who was -dying in a con- 
sumption, in a great state of want. I showed him ten 
EE and he said he would instruct me in the process, 
. Before I had seen him make three, I felt competent to 
; make a gross; and the difference between his mode and that 
ọf.my own workmen was so trifling that I felt the utmost 
astonishment.’ 


The above passage is from the second section of the 
book in which he discusses the differences between making 
and manufacturing; the influence of verification and dur- 
ability on price; price as measured by money ` raw materials ; 
the division of labour (including mental labour); the sep- 
arate costs of each process in manufacture; the cause and 
consequences of large factories; the location of factories; 


` the effects of over-manufacturing (over-production) ; prob- 


lems of commencing manufactory; contriving machinery ; 
when to use machines; the life of machines; combinations 
of masters or workmen against each other and the public; 
the effect of taxes and local taxes on manufactures; the 
problems of exports and the BE use of science in 


=- manufacturing. 


The material is too ample to. didié at length, but a few 
examples may stimulate the reader to read the original. 
For example, there is a lengthy discussion of the influence 
of Vee and durability on costs. Babbage accepts: 

TL. that the money price of an article at any given period is 
) ne stated to depend upon the proportion between the 
` supply and the demand. The average price of the same 

article during a long period is said to depend, ultimately, 

on the power of producing and selling it with the ordinary 
. profits of capital’. 


He proposes a modification: 
“The cost to the purchaser is the price he pays for any 
_ article, added to the cost of verifying the fact of its having 
that degree of goodness for which he contracts.’ 
He calls this the verification cost. He argues that it will 
influence the price of the commodity. Similarly, the 
durability of the commodity will influence its cost in a 


permanent manner. 


Babbage subscribed to the labour theory of value; he 
states in his chapter on raw materials: 

‘Although the cost of any article may be reduced in its 
ultimate analysis to the quantity of labour by which it was 
produced; yet it is usual in a certain state of the manufacture 
of most substances to call them by the term raw material.’ 


His argument on durability is simply that the price of a 
durable article may well fall below the cost of labour 
required to produce it, once the market is satisfied by the 


volume of articles in use. For example, the demand for ` 


mirrors may be determined by the extent of breakages only. 
A market in second-hand articles will develop which spreads 
their use to sections of society who could otherwise not 
afford them. -Only when demand forces prices above the 
labour value will production be commenced again. 

` In his chapter on raw materials, Babbage shows the cost 
of converting raw material into various forms. His first 
example is that of gold leaf which, at his time, could be 
purchased in a small book containing twenty-five leaves of 
four hundred square inches in total for 1s 6d, Fifty leaves 
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of silver covering one thousand square inches, was sold 
for 1s 3d. He quotes figures from France in 1825, showing 
that {1 of raw material, when manufactured, produced 
goods in silk worth £2'37, in broadcloth and woollens 
£2°15, in hemp and cables £3-94, in linen thread laces 
£5, and in cotton goods {2-44. 

Similarly, in his chapter on pricing, he lists the prices of 
various commodities in 1818, 1824, 1828 and 1830, and 
discusses the influences which has led to the falls, which are 
almost uniform. He suggests several causes: 

(1) The alteration in the value of the currency. 

(z) The increased value of gold in consequence of the 

increased demand for coin. 

(3) The diminished rate of profit produced by the capital 
however employed. 

(4) The diminished price of the raw materials out of which 
these articles were manufactured. 

(5) The smaller quantity of raw material employed, and 
perhaps in some instances, the inferior quality of work- 
manship. 

(6) The rated means by which the same effect was pro- 
duced by diminished labour. 


Naturally, Babbage’s analysis of the division of labour 
was Closely related to that of Adam Smith, but he stresses 
the advantage given by the ability of the manufacturer to 
match work more closely to the different degrees of skill 
and force required for the various processes. 

Babbage also considers the division of labour in relation 
to the manufacture of pins, as have a great number of the 
successors of Adam Smith, but he also quotes an occasion 
when: 

*, .. a large issue of bank notes was required, a clerk at the 

Bank of England signed his name, consisting of seven letters, 

including the initial of his Christian name, 5,300 times 

during eleven working hours; and he also arranged the 
notes he had signed in parcels of fifty each’. 


The division of mental labour 


It is the application of the principles of the division of 
labour to mental processes that, naturally, attracted 
Babbage most strongly. Here he gives an interesting ex- 
ample arising from the success of the French Revolution: 


‘Among their enterprises of science, the French govern- 
ment was desirous of producing a series of mathematical 
tables, which should facilitate the extension of the decimal 
system they had so recently adopted. They directed, there- 
fore, their mathematicians to construct such tables, on the 
most extensive scale. Their most distinguished philosophers, 
responding fully to the call of their country, invented new 
methods for this laborious task; and a work, completely 
answering the large demands of the government, was pro- 
duced in a remarkably short period of time.’ 


Work on the unprecedented project of Les Grandes 
Tables Logarithmiques et Trigonometriques began in 1784 
and was divided into three sections, which Babbage 
describes as follows: 


‘First Section. — The duty of this first section was to in- 
vestigate, amongst the various analytical expressions which 
could be found for the same function, that which was most 
readily adapted to simple numerical calculation by many 
individuals employed at the same time. This section had 
little or nothing to do with the actual numerical work. When 

its labours were concluded, the formulae on the use of which 
it had decided, were delivered to the second ‘section. 
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‘Second Section. — 'This section consisted of seven or eight 
persons of considerable acquaintance with mathematics: 
and their duty was to convert into numbers the’ formulae 
put into their hands by the first section, — an operation of 
great labour; and then to deliver out these formulae to the 
members of the third section, and receive from them the 
finished calculations. ‘The members of this second section 


had certain means of verifying these calculations without the- 


necessity of repeating, or even of examining the whole of 
the work done by the third section. 

‘Third Section. — The members of this section, whose 
number varied from sixty to eighty, received certain numbers 
from the second section, and, using nothing more than 
simple addition and subtraction, they returned to that section 
the finished tables. It is remarkable that nine-tenths of this 
class had no knowledge of arithmetic beyond its two first 
rules which they were thus called upon to exercise... .’ 


It is interesting that Babbage also states that the third 
section: 

*, . . were usually found more correct in their calculations 

than those who possessed a more extensive knowledge of the 

subject’. 
This, despite the fact that, as he states, the third section 
were only able to add and subtract! Babbage points out 
that the labour of the third class was essentially mechanical, 
requiring the least knowledge and by far the greatest 
labour. 

The second class, although requiring considerable skill 
in arithmetical operations, were yet in some measure 
relieved by the higher interest naturally felt in those more 
difficult operations. 

Furthermore, the labours of the first class, which were 
more intellectually exacting, might not be so great in a 
subsequent exercise of a similar nature and, therefore, 
would not require: 

‘so much skill and labour as they did upon the first attempt 
to introduce such a method; but when the completion of a 
calculating engine shall have produced a substitute for the 
whole of the third section of computers, the -attention of 
analysts will naturally be directed to simplifying its appli- 
cation, by a new discussion of the methods of converting 
analytical formulae into numbers’. 


Out of this work came two copies only of 17 large folio 
volumes, tabulating the logarithms of natural numbers 
up to 200,000 to 14 decimal places. This may be a far 
cry from the world of FORTRAN, ALGOL and Basic, but it 
foreshadows quite precisely the fundamental pattern of 
development associated with the division of mental labour. 


Project justification 


We have already quoted from the chapter on ‘Inquiries 
Previous to Commencing Any Manufactory’, in relation 


to starting production of dolls’ eyes. Babbage suggests ` 


that the chief inquiries to be made in relation to com- 
mencement of manufacture are: 


‘the expense of tools, machinery, raw materials, and all the 
outgoings necessary for its production, — to the extent of 
the demand which is likely to arise, — to the time which the 
circulating capital will be replaced, ~ and to the quickness 
or slowness with which the new article will supersede those 
already in use’. 


He comments at length on the difficulty of estimating 
the volume of sales of an article, or the effects of a machine, 
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and he gives one example of an attempt to ascertain 


‘from competent persons, the“éffect of the atmosphere alone 
on deteriorating a well-constructed road. The next step was, 
to determine the proportion in which the road was injured, 
by the effect of the horses’ feet compared with that of the 
wheels. Mr Macniell, the superintendent under Mr Telford 
of the Holyhead roads, was examined, and proposed to 
estimate the relative injury, from the comparative quantities 
of iron worn off from the shoes of the horses and from the 
tyre of the wheels’. 


The estimate was made as between a fast coach and a 
heavy waggon, and it was decided that every coach which 
travelled from London to Birmingham distributed about 
11 lbs of wrought iron along the line of road between 
those two places. . 

This estimate was made in the course of an attempt to 
determine a just rate of toll on toll roads for different 
classes of traffic. In other words, an early example of cost- 
benefit analysis. 

In discussing combinations of masters against the public, 
Babbage suggests that, if a monopoly is created, ‘the public 
are then left to the discretion of the monopolist not to. 
charge them above “the growling point” — that is not to 
make them pay so much as to induce them actually. 
to combine against the imposition’. 

It is often forgotten that legal restrictions on the emi- 
gration of workmen and the export of machinery were 
a feature of British law until the early part of the nine- 
teenth century. Babbage comments, with approval, on the 
abolition of these restrictions. In another early example of 
cost-benefit analysis, he calculates that on the Manchester 
to Liverpool railway, about half a million persons travel 
each year 


‘and supposing each person to save only one hour in the time 
of transit, between Manchester and Liverpool, a saving of - 
500,000 hours or of 50,000 working days of ten hours each 
is effected. Now this is equivalent to an addition to the actual 
power of the country of 167 men, without increasing the 
quantity of food consumed; and it should also be remarked 
that the time of the class of men thus supplied is far more 
valuable than that of mere labourers’. 


Babbage’s final chapter states, with considerable insight 
and persuasive quality, the need for both pure and applied 
science. He clearly intended his book to show that — 


‘ijt is impossible not to perceive that the arts and manu- 
factures of the country are intimately connected with the . 
‘progress of the severer sciences; and that, as we advance in 
the career of improvement, every step requires for its success 
that this' connection should be rendered more intimate .’. . 
the applied sciences derive their facts from experiment; 
but the reasonings, on which their chief utility depends, 
come more properly. within the province of what is called 
abstract Science. It has been shown that the division of 
labour is not less applicable to mental productions than to 
those in which material bodies are concerned; and it follows 
that the efforts for the improvement of its manufactures 
which any country can make with the greatest probability of 
success must arise from the combined exertions of all those 
most skilled in the theory, as well as in the practice of the 
art; each labouring in that department for which his natural 
capacity and acquired habits have rendered him most fit’. 


For further reference, readers are recommended to Charles Babbage 
and his Calculating Engines, by Philip and Emily Morrison (Dover 
Publications, New York, 1961). 
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MANAGEMENT INFORMATION 


The Managerial 
Crisis 


Tao. cosy continuity of the past has been shattered. No longer 
is the average manager dealing with a stable environment 
where the lessons of the past provide a sure: guideline for the 
future. Instead, conventional theories and ideas are being cast 
aside in the face of the imperative need to devise radically new 
attitudes to the whole process of management, and to reappraise 
our concepts of management selection and development. 

Changes fn the technological and social environment within 
the last decade present a challenge to business which as yet is 
not fully comprehended. Failure to face up to that challenge 
‘may lead to dire consequences, not only for the business itself, 
but also for the social fabric of a nation. For management, 
authority is being challenged and past education and training 
becoming outmoded, leading inescapably to extinction or to 
enduring a period of painful re-adjustment to the new en- 
vironment. 

The particular constraints that are leading 1 us to re-think 


_ the, concepts and doctrines of the past are outlined be. Dr 
. A Worn-out . 


_ Lussato in an article entitled "Management . 
Idea’, which appears in the Winter 1971 edition of European 
Business. These are: 


(a) Constraints of size and complexity. 
(b) Constraints stemming from the environment. 


(c) Constraints arising from technological innovation including 
techniques and computerization. 
dl Psychological and social constraints. 


H 


Size and complexity 


The current. craze for large enterprises is largely EE 
and the consequences inadequately thought out. While ‘the 
potential advantages, such as increased market penetration and 
access to finance, are usually well to the fore during the merger 
operation, the disadvantages are longer-term and less obvious 
but nevertheless equally important for the long-term viability 


. and profitability of the organization. 


These disadvantages include the increase of purely adminis- 
trative positions and the raising of status of the top people who 
survive in the merged enterprise; the complexity or infor- 
' mational requirements; difficulties in hierarchical, organic, and 
functional integration; and the ‘de-humanization’ of the group. 
The very diversity which usually emerges with bigness carries 
with it the seeds of its own destruction. The individual parts 
will increasingly tend to fly off on their own, and to diverge 
from the common objectives that have been established. 

To control this tendency, management may install formal 


_ control and integration procedures which both increase the 


_organizational complexity and ossify the structure ~ factors 
‘which lead to declining Geste through reduced efficiency 
and loss of freedom o action. 


The environment. 


‘The upheavals-in society are E seg Goes direct 
consequences Jor the company. The. greater, degree of inter- 
vention by the State, both direct ‘and indirect, the: consequences 
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of trade union strength, multinational combines, etc., are some 
of the mote directly discernible factors.. 

Others, “though less obvious, may pose more fundamental 
problems. The business exists through satisfying and develop- 
ing market needs. But as society itself. becomes less stable, so 
does that demand become less predictable. The increasingly 
competitive nature of much of business sharpens the need to 
develop marketing services and to multiply the services 
performed. 

All of these developments complicate the task of management 
and require a sophisticated organization. This is even more so 
when one considers the additional impetus for change posed by 
the third constraint — that of technological innovation. 


Technological innovation 


The impact of the computer. revolution and the consequent 
spurt in new technologies has still largely to come. The urgency 
of the problem is obvious. The disappearance of certain jobs 
and perhaps even professions, and the establishment of com- 
pletely new jobs Fas brought on an explosion of training needs. 
Neither the generalist nor the specialist is unmarked by such 
changes; the manager must not only adapt himself to the new 
environment, but also ensure that the enterprise as a whole is 
adapted. ` 

‘Techniques, management styles, plant and products become 
out of date before the rewards for the investment of time, skills 
and money can be reaped. People must become adjusted to a 
process of continual change, both for themselves and for the 
organization. At the extreme of this process, a stable organiza- 
tion becomes impossible to achieve. l 


Psychological and social 


The changes outlined above may lead to the acceleration of the 
internal mobility of staff, but they do prevent the establishment 
of contacts in depth between people which is so essential for a 
stable set of personal relationships from which an enduring 
structure for the business can be built. Because people are now 
only able to see a short distance into the future, decisions are 
likely to be tinged with short-term expediency. 

Lacking long-term stability, anxieties increase, the establish- 
ment of long-term objectives becomes less realistic and the 
‘enterprise becomes a mere passageway, a place where people 
simply come and go’. All this set, let it be remembered, in a ` 
context where society itself is establishing new sets of values, 
In many cases radically divorced from those of the relatively 
stable society that has endured heretofore. ` 

Lacking this ethos, the company tries to compensate the . 
individual by increasing the material rewards for the job, thus 
further undermining the mutual support between the individual 
and the organization and at the same time reducing the profit 
margins and boosting inflation. Increasingly, in such a situation 
a substitute for identifying oneself with the organization is the 
identification with other groups of similarly disaffected people 
in a union organization which EE is EE EES to 
the rationale of business. ae 


Response to the new environment 


Traditional management cannot respond adequately to this new 
age — particularly management in large-scale undertakings and. 
organizations, whether of business or government. Dr Lussato 
lays emphasis on tne need to recognize that the largely. unrelated 
techniques of management do possess a common core of con- 
cepts and laws. ‘The first step is to rescue this core from beneath 
the mass of verbiage that overlays it. 

“Because this core is.non-specialist, then:the manager -must 
receive a pening which is inter-disciplinaty so that he combines 
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the various technical, economic, ecological, and psychological 
requirements of the business into a common philosophy and 
methodology. Above all he must have a mastery of the cyber- 
netic approach and of ‘systems thinking’. 

Whether or not this is the answer, only time will tell. The 
problem is with us now; it is the solution that one feels still 
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eludes one. If recognizing the problem is half way to its solution, 
then Dr Lussato has performed a useful service; much thought 
should be given to changes that will be needed in the whole 
philosophy of management if it is to contribute adequately, 
not only to the success of the business it controls, but to society 
as a whole. 


Taxation of Premiums and 


FROM time to time, it has been suggested that Finance 
Acts would be more readily comprehensible if they were 
expressed in terms of mathematical formulae. This is, 
of course, the view of those who are familiar with the 
language of mathematics, but even those familiar with the 
English language find parts of our fiscal legislation virtually 
or completely incomprehensible. From a recent case 
concerning section 14 (4) of the Finance Act 1968 (claw- 
back of increased family allowances) it seems that even the 
draftsman finds it impossible to say what he means at 
times. l 

The post-1965 legislation is usually quoted as containing 
particularly incomprehensible passages, but the pro- 
visions of the Finance Act 1963 relating to the taxation of, 
and allowance of relief for, lease premiums take some 
unravelling and can be more simply expressed by algebra. 


Fifty years or less 


The provisions for the taxation of premiums received on 
the grant of a lease or of other sums to be treated as, or 
taxed in the same way as, premiums are now contained in 
sections 80-85 of the Income and Corporation Taxes 
Act 1970.1 The provisions apply to leases granted after 
April sth, 1963, for a term of fifty years or less. The 


detailed rules for ascertaining the term are in section 84 


(or in the case of leases granted before June 13th, 1969, 
Schedule 14). 

These sections require the premiums etc., to be charged 
to tax (income tax and, where appropriate, surtax in the 
case of individuals; corporation tax in the case of ‘com- 
panies) under Schedule A, or in the case of certain sums 
to be taxed as premiums, Schedule D, Case VI. A person 
who pays a premium may be able to obtain an allowance 
against his Schedule A or Schedule D, Case VI income, or — 
by reason of the provisions of section 134 — his Schedule 
D, Case I or II income. 

Section go (1) explains that ‘premium’ includes any like 
sum whether payable to the immediate or superior land- 
. lord. Section go (2) amplifies this and attempts to forestall 
efforts at avoidance by landlord and tenant agreeing on an 


1 All references are to this Act unless otherwise stated. 
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inflated value for, for example, goodwill or fixtures, as any 
sum paid in connection with the granting of a tenancy is 
presumed to be a premium unless it can be shown that it 
was supported by other sufficient consideration. 

Other sums which are specifically required to be treated 
as premiums and charged to tax under Schedule A are 
set out in section 8o. If a tenant enters into a lease which 
requires him to carry out work on the premises, the lease 
will be of more value to the landlord than if the tenant 
were not so required. The difference is to be treated as a 


. premium, except to the extent that the work is normal 


maintenance work of which the landlord could have de- 
ducted the cost from rent received had he carried out the 
work. Also, if a lease contains provisions that a sum is to be 
paid in lieu of rent for a period, or for the surrender of the 
lease, such a sum is to be treated as a premium. 

The premiums and notional premiums mentioned above 
are all sums payable under the terms of the lease and are 
treated as being paid when the lease is granted, except 
that amounts paid in lieu of rent or for the surrender of 
the lease are treated as being paid when they become due 
under the terms of the lease. 


Variation or waiver 


An obvious way of .avoiding the provisions outlined so ` 
far would be to enter into a lease at a certain rental, and 
then for the tenant to make a lump-sum payment in con- 
sideration of the landlord reducing the rent. This, however, 
is prevented”by subsection (4) of section 80, which directs 
that a sum paid for the variation or waiver of any terms of a 
lease is to be treated as a premium paid for a lease with a 
term equal to the period for which the variation or waiver 
has effect, starting when the contract for the variation or 
waiver is entered into. This subsection applies even if the 
lease was granted before April sth, 1963, if the contract 
was entered into on or after that date. 

All the sums referred to above are assessed on the land- 
lord under Schedule A, unless they are in fact due to some 
other person, in which case they are assessed on the latter 
under Case VI of Schedule D. In the case of sums paid 
for the variation of a lease, this latter provision only applies 
if the ‘other person’ is connected with the landlord. 
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The above provisions relate only to the grant of a lease 
‘or a sublease — no charge arises under them on an assign- 
ment. The only time a premium-type charge arises on the 
. assignment of a lease is if the lease was originally granted 
for a premium less than could have been charged, or for 
Do premium when one could have been ‘charged, having 
regard for values prevailing at the time. 

In such cases the excess of any corisideration received 
for the assignment over any consideration paid on a pre- 
vious assignment, or over any premium paid on the grant 
of the lease (if this is greater or if there was no previous 
assignment) is charged to tax in the same way as a premium. 
- The amount charged to tax, however, is not to exceed the 
difference between the premium which could have been 


charged and any that was charged. The assessment is made 
under Case VI of Schedule D. 


Assessment on sales 


There are two sets of circumstances in which premium- 
type assessments ate made on sales — if the sale is subject 
to the right of reconveyance, and if the terms of sale 
provide for a lease-back which is granted more than a 
. month after the sale. The latter circumstance is treated as a 
reconveyance for an ‘amount equal to any premium 
' charged on the grant of the lease plus the value of the 
reversion, and in this, as in the former case, the difference 
between the sale and repurchase price is treated as a 
‘premium for a lease with a term from the date of sale to the 
date of reconveyance. This again is assessed under Case 
VI of Schedule D. | 

_All the above is a matter of definition, and for simplicity 
‘all sums chargeable to tax mentioned above will be referred 
to as ‘premiums’. It is the manner in which these sums are 
charged to tax which can best be described with the help 
of algebra. Readers who are put off by that word may 


like to imagine that the provisions are going to be illustrated - 


with examples, but using symbols instead of numbers. The 
numbers appropriate to any particular case can easily be 
substituted. 

Suppose A grants a lease to B for aterm T, in return for a 
premium P, and a rent R,, and B grants a sublease to C 
for a term T, in return for a premium P, and a rent Rg. 
. Of course, T will be shorter than Ti; or, translated in to 
‘mathematics, Iola 

A is assessed on a proportion of the premium, denoted 


by p, and p,=P, (1— ZC (section 80 (1)). This is 


treated as additional rent received in the appropriate year, 
but subject in the case of individuals to ‘top-slicing relief’. 





The latter results in the tax payable being TXxtax on 


p 


T 

Similarly B is assessed on pa=P, o ——) but is al- 
lowed relief for ‘the proportion of the ase sment on A 
‘relating to the term of the sublease, i.e., he is assessed on 
Pa— pı = (sections 80 (1) and 83 (1)). | 

If only part of the property is sublet, a similar proportion 
only of the assessment on A can be deducted. this 





proportion is a, the expression becomes ~,—ap, T If B- 


were the head landlord, of course p, would be zero, so this 
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equation is a more general one which gives the asséssment 
on any landlord, whether a head landlord or not. "à 


EE of losses 


If po<apy T T3 this will E a ‘loss’ of ap, SE This 
‘loss’ may be spread over the term of his lease and Gees 
in all respects as additional rent payable of aoe 7, per 


annum (section 83 (3)). Of course, if B does not receive a 
ee P,=o and so p=o0 and the deduction becomes 


~~ per annum (section 83 (2)). 


“The same provisions apply if B occupies the land for the 
purposes of a trade or vocation, except that any ‘loss’ 
may be deducted in arriving at the Schedule D, Case I. 
or IT income (section 134). Unless the trader is a dealer in 

„land who grants leases at a premium, P, will always be 
zero in the case of a trader. 

It should be noted that the difference between a ‘loss’ ’ 
and an amount chargeable to tax lies only-in the fact that 
' a loss is relieved over the period of the lease, whereas an 
assessment is made in one year (with top-slicing relief). 
The measure of the amount assessable or available for 
relief is given by the one expression p,— ap, Zi. 

T; 

If a premium (other than the premium deemed to arise 
on the assignment of a lease at an undervalue, or on a sale 
with a right to reconveyance) is payable by instalments, 
the landlord can elect to have the whole of the instalments 
assessed as rent (with no ‘top-slicing’ relief) in the years 
in which they become due. This does not affect the relief 
available to the lessee. 


Other implications 


It should not be overlooked that the grant of a lease at a 
premium, as well as giving rise to a charge to tax under 
Schedule A or Case VI of Schedule D, may also give rise 
to a charge under Case VII of Schedule D, or to capital 
gains tax in the case of a capital transaction, or to Case 'I 
of Schedule D in the case of a trading transaction; or, if 
the transaction falls within section 488 as being an ‘arti- 
ficial’ transaction, a charge will arise under Case VI of 
Schedule D. 

Apart from matters of definition, therefore, the charges 
imposed and reliefs granted by section 80 (1) and sections 
83 and 134 can be expressed by saying that, when a premium 


is received and/or paid, an amount equal to p,—ap, a 

8 
e T—x * T 
is charged to tax where Pa xo) OF if pa<ap, => 
relief up to this amu is given against rent or trading 
profits at the rate of 22 = Bs Pe - per annum. 


There can be no CES that this is a more succinct 
expression than, for example, subsection (3) of section 80 
with its references to subsection (2) applying ‘for the 
period in respect of which the later chargeable amount 
arose only if the appropriate fraction of the amount 
chargeable on the superior interest exceeds the later charge- 
able amount and shall then apply as if the’ amount 
chargeable on the superior interest were reduced in the 
proportion which the said excess bears to the said ap- 
propriate fraction’. 
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LETTER FROM AMERICA 


Fair Exchange? 


‘From Our New York Correspondent 


FEW days after the foreign exchange markets reopened 

on August 23rd, a leading New York currency trader 
with almost 50 years’ experience behind him was able to 
look back and confirm that this was ‘the most severe 
currency crisis’ that he had ever seen. Accountants have 
had no reason to quarrel with this assessment of the acute 
problems that have arisen from the untying of the dollar’s 
bond with gold and the adoption of floating exchange 
rates by many of the world’s major currencies. They have 
found themselves confronted with totally unexpected 
difficulties on both the personal and -the professional 
front. 


To start with, if they are paid in sterling or other foreign 
currencies, there has been the question how much their 
salaries would be worth. Under the ‘controlled float’ 
adopted by the Bank of England, they have so far been 
rewarded with the prospect of something like a 3 per cent 
rise in the value of the London pay cheque — a welcome 
change, after so many years of declining — or at best 
unaltered — values. 


Fresh uncertainties 


Yet this gain has already been overlaid by fresh uncer- 
tainties. Accountants and their clients who had decided 
to take advantage of lower air fares and better money’s 
worth in British hotels and shops have been advised to take 
as much sterling as possible with them, rather than attempt 
to change dollars in Britain. Travellers’ cheques have been 
generally accepted, even when denominated in dollars; but 
the rates of exchange have ranged from very bad in some 
hotels to very good in some airline offices. Credit cards have 
come into their own in the establishments that still 
accept them, since the problem of determining the appro- 
priate rate of exchange is shouldered (not necessarily to the 
advantage of the customer) by the company issuing the 
cards and mailing out the bills. 


It is now being realized, however, that practical problems 
like these will be dwarfed by the professional problems that 
will have to be faced if currencies continue to bob about as 
they have during recent weeks. The position is greatly 
complicated by the anomalies that existed under the old 
system of exchange rates. So long as currency fluctuations 
were limited to the International Monetary Fund’s bands 
of r per-cent above or below the official parity, a good case 
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could be made for translating foreign-currency long-term 
assets into home-currency amounts at historical rates of 
exchange. Such assets have also usually been depreciated 
at historical rates, although the American Institute’s 
Accounting Principles Board Opinion No. 6 makes an 
exception by allowing long-term debt to be translated 
at current rates of exchange. 


As was explained in this journal on July 2gth in the 
article ‘Features of Accounting for International Opera- 
tions’, there are long-standing arguments against treating 
fixed assets in this way, and against depreciating them at 
historical rather than replacement costs. The question has 
been under study for many years by the American Institute. 
Recent events have emphasized the need for more guidance 
in this area, which has now become a more troublesome 
concern than ever for the practising accountant. 


The outcome of this concern will be clearly visible, 
among other places, in the income statements that will 
begin to appear next month and (for the full year) early in 
1972. The attempt will presumably be made to continue 
to translate current items at current exchange rates. But 
will it be feasible to calculate a meaningful average rate 
even for the more volatile currencies? Will it still be reason- 
able to carry profits or losses on foreign exchange to the 
operating account — except in the case of unrealized gains, 
which have traditionally been carried to a suspense account? 
What rate of exchange will be used by those international 
companies that have in recent years taken to issuing their 
accounts in both sterling and dollars? 


Deep-rooted 


Practitioners would no doubt be greatly relieved if the 
money world were to return quickly to the condition of 
relative stability that ended on August 15th. Such an out- 
come would greatly reduce the number of unanswered 
questions at present plaguing the exchange markets, and 
would certainly be welcomed by officials responsible for 
this month’s meetings of the Group of Ten and the 
International Monetary Fund. But a tabulation in the latest 
issue of First National City Bank’s Monthly Economic 
Letter suggests that the causes of monetary instability 
may be more deep-rooted than has sometimes been 
supposed. 


Differing rates of inflation are commonly cited as the key 
reason for the eventual breakdown of the Bretton Woods 
monetary order: Yet the tabulation shows that, in the 
sixties, some of the countries with the ‘strongest’ currencies 
— such as Japan and the Netherlands — were suffering from 
a more severe inflation than Britain’s 3-9 per cent annual 
average depreciation of the currency. Both the United 
States and Canada succeeded in holding their rate at only 
2°6 per cent annually — but suffered from increasingly 
severe exchange difficulties all the same. Even if the present, 
world-wide inflation could be brought under control by 
some yet-to-be-discovered remedy, it seems that exchange 
fluctuations, with all the attendant complexities, might not 
yield to the treatment. The simplicity of the gold standard, 
or even of the ‘military scrip’ issued at a fixed rate for 
exchange by service personnel into South Vietnamese 
piastres, is bound to be hard to duplicate. 
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Trials and Tribulations of Melbray 


HE auditors’ report and Note 3 to the accounts are the 
first essential items to read in the annual report and accounts 
of Melbray Group Ltd. The group is a holding company, with 
Sir Charles Hardie, c.B.E., F.C.A., as deputy chairman, and 
Mr D A. FitzHugh, A.C.A., as group accounting controller. 
The chairman and managing director is Mr R. A. G. Edwards, 
who was for some years a member of the London Stock 
Exchange. ` 
The breakdown of operating oni and turnover and the 
accompanying comment in the directors’ report is as follows: 


Operating Profits and Turnover 
Operating Profits £ 














Packaging, Print & Paper `. å az ei ids Së 838,453 
Associated Press of Nigeria Limited. We ge = bá da 0,29 
Engineering .. SS ge ka SH Gi D Kë dé 22,159 
Food 127,844 
Sykes International Limited—16 months to 31st January 1971-—Loss.. (229,403) - 
$39,343 
Deduct 
Debenture stock interest 142,029 
Convertible unsecured loan stock i interest 125,132 
Ocher interest SM SN GN We 245,355 
Parent Company’s expenses less income PE sä Li at 130,534 
643,050 
196,293 
Turnover £ 
Packaging, Print & Paper. LA Sé Së ee .. 17,344,893 
Associated Press of Nigeria Limited = ge sé gg es 620,647 
Engineering Ze se Ke Ga d .. 4,549,937 
Food .. 13,606,649 
Sykes International Limited—16 months to 31st January 1971.. 3,894,917 
TOTAL 40,017,043 





In Note 3 to the accounts there is set out the joint auditors’ reports on Manlove Tullis 
Group Limited and Sykes International Limited. In the case of Manlove Tullis. Group 
Limited the directors of that company in their report state that, after extensive additional 
work carried out by the auditors and the company’s staff, they are satisfied that no signifi- 
eant liabilities have been omitted and that the value attributable to work-in- -progress 
and fi nished parts is substantially accurate and if anything conservative. 


In the case of Sykes International Limited and its subsidiary companies the directors of 
` Meibray Group Limited are satisfied that the appropriation of reserves as a provision 
against losses and estimated costs relative to the proposed reorganisation and retraction 
of those companies should prove adequate. 


Manlove Tullis 


Manlove Tullis Group is a subsidiary of Melbray and as from 
April 1st, 1970, combined the former activities of two companies 
D. & J. Tullis and Manlove Alliott, and housed all its laundry 
machinery manufacturing operations on the, former Tullis site 
at Clydebank. The old Manlove site at Nottingham i is being 
developed by another section of the Melbray Group. 

In his statement with the accounts Mr Edwards reports that 
the solution of the expected difficulties and problems resulting 
from the reorganization inevitably took a long time, and in con- 
sequence most of the expected benefits from the rationalization 
have yet to be realized and trading losses are continuing. 
Furthermore ‘normal accounting and costing procedures 
succumbed to the combination of problems arising from the 
move and the outcome was the absence of, or grossly misleading, 
management information’. 

He continues ‘as a consequence, the joint auditors of this 
company found it necessary to qualify their report as to the 
accuracy of the trading loss of £322,000 although as far as can be 
reasonably ascertained there are no additional liabilities beyond 
those in the accounts’. ; 


Sykes International 


Sykes International — poultry and pig breeders — is a member of 
the Melbray Foods main subsidiary, and within this group there 
has been a policy of retraction and consolidation. In the 1970-71 
financial year over {1 million was released from the division to 
make a total of nearly £3 million released in two years. Apart 
from Sykes the results showed a definite improvement but on a 
much lower employment of funds. 

Melbray acquired a majority interest in Sykes during the 
1969-70 financial year but in line with the rest of the poultry 
industry, Mr Edwards recounts, Sykes suffered from the sharp 
increase in cost of feeding stuffs, the ravages of fowl pest, and 
for most of the year from the low price of eggs to the consumer. 

Those problems ‘were aggravated by inadequate policies of 
the former management and the total failure to maintain an 
administrattve and accounting control over the company’. 
Mr Edwards states that a drastic reduction in the scale of 
operations is proceeding which entails the withdrawal from all 
activities not directly connected with Sykes’ main function of 
poultry breeding. - 

The further capital and terminal losses anticipated have been 
provided for in the Melbray Group accounts and there remains, 
the chairman says, ‘the presently held belief, supported by the 
assessment of an independent specialist accountant, that the 
measures taken to restore its [Sykes’] viability will succeed and 
future trading losses therefore be avoided’. 


Upheaval costs 


Although Melbray’s past-year performance was in total poor, 
the actual presentation of the Melbray report and accounts 
is good. Heading the review of each main subsidiary in the 
chairman’s statement there is detail of turnover, funds em- 
ployed, and trading profit and also a personal touch in the 
statement of each main subsidiary’s managing director’s name. 

Commenting on the group as a whole the chairman says that 
the restructuring of the group in terms of retraction within less 
profitable sections and the redeployment of released funds into 
more profitable growth sections is virtually complete. No further 
exceptional or non-recurring expenditure is occurring now or 
planned in the current year. 

But the expense and disruption of moving, the cost of re- 
dundancies and rationalization under conditions of soaring 
costs far exceeded the group’s most conservative estimates. 
It is all too often a fact, however, that such costs do exceed 
estimates; it is rare indeed for upheaval costs to be less than 
expected. 

The majority of companies in each division traded satis- 
factorily and in a number of cases achieved record profits, 
and Mr Edwards concludes “as we eliminate or restore to 
viability our problem companies, we have every hope of a 
significant profit recovery’. To which we can only add Amen. 


Pergamon 


HE report and accounts of Pergamon Press just published 
were undoubtedly a major accountancy exercise of the times. 
To get the full flavour of them would entail reprinting 22 pages 


em ees 
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of relatively small type, which is obviously beyond the capacity 


of ‘Finance and Commerce’. 


But the wonder of it is that Cooper Brothers have straightened 
out the situation to the extent that the accounts for the year to 
September 30th, 1970, should in the words of the chairman, 
Sir Henry d’Avigdor-Goldsmid, M.P., ‘be able to receive an 
unqualified audit report except as regards the opening figures’. 

When the present board took office after the abortive Leasco 
takeover bid in 1969, the work then being done by the company’s 
auditors and the investigating accountants showed, again in 
Sir Henry’s words, “that the company’s accounting system was 
in a hopeless state’, from which it was impossible to ascertain 
within acceptance limits the financial state of affairs of the 
company. 

Remedial measures over an extended period were necessary, 
and the management consultancy branch of Cooper Brothers 
was engaged in the spring of last year to develop a proper 
accountancy system for the company together with a manage- 


ment information system as was required to manage efficiently 


the business of the company. A new system was installed at 
the beginning of the 1970-71 financial year on October rst, 
1970, and the company has ‘been enjoying its benefits from 
approximately the beginning of 1971’. The management infor- 
mation system and its various components are gradually being 
installed. 

The 1969~7c accounts have been qualified at considerable 
length by Cooper Brothers as auditors with reference to the 
inadequacies of the accountancy system and the books as they 

existed at September 30th, 1970. Since then under the new 
system it is stated that a high degree of improvement has been 
achieved. 

In their audit report Cooper Brothers comment on inadequate 
recording of royalty and book sales transactions controlled by 
the parent company, the inadvertent erasure of the computer 
master file containing records supporting publication income 
unearned amounting to £940,000, the inability to verify the 
accounts of ‘a third party’ which operated as the company’s 
agents and the fact that the Pergamon board exercised no 
control over the 7o per cent owned American subsidiary, 
Pergamon Press Inc., and could accept no responsibility for its 
accounts. 

The qualifications go on to cover relationships with Maxwell- 
owned private companies, the so far uncompleted Department 
of Trade and Industry investigation, and — not surprisingly — 
the final conclusion that it cannot be stated whether the accounts 
provide a true and fair view. 

But the 1970-71 accounts, which are expected to disclose a 
profit, will show a situation as true as can be ascertained — 
always assuming that no new disturbances intrude and always 
acknowledging the question marks over the opening figures. 

This for Cooper Brothers has been a remarkable operation 
and no mean achievement. 


Coloured Quarterly 


MAJOR company’s announcement of quarterly results to 
the Stock Exchange and the press which contained a 
proviso that the figures were not being circulated to share- 
holders, prompted a reminder that the Caterpillar Tractor 
Company — whose accounting practices were reported in this 
column on July 8th — issues its figures monthly. By August roth, 
for example, the company was reporting July results in terms 
of sales, profit after tax and profit per share of common stock, 
with the seven months’ total provided for good measure. 
These figures were announced some time after shareholders 
in the company had received the ‘Report to shareholders’ for 
the quarter to the end of June and thereby for the first half 
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of this year. There were two fresh points about that particular 
report. 

Apart from being the first occasion that Caterpillar had 
published quarterly reports mm full colour, it was also the first 
time that the report had included a special review on the uses 
of Caterpillar equipment. The review appeared, with illustra- 
tions, on the middle two pages of the four-page report. The 
front page was, in effect, a directors’ report and commentary 
on the half-year and the back page provided consolidated results 
of operations and the consolidated financial position. 

The results of operations are given in six columns: the three 
months to June 30th, 1971, with 1970 comparison; the six 
months to June 30th with 1970 figures; and the 12 months to 
June 30th with 1970 comparison. Figures are provided in terms 
of sales less itemized costs, materials, wages, depreciation, inter- 
est charges, taxes to given net earnings. Profits are then shown 
as earnings per share. 

The consolidated financial position is stated as at June 3oth, 
1971, December 31st, 1970 and June 30th, 1970. 


More Statistics 


TATISTICAL information in the latest accounts of 

Scottish & Newcastle Breweries has been considerably 
extended. In addition to the five-year summary of results 
concluding with details of equity earnings and dividend cover 
which provided the sum total of information last year, the 
statistical section this year includes four further sections. 

One is an analysis of profit by activity — in terms of wholesale 
beer activities, managed houses and hotels, wines and spirits, 
and minor subsidiaries. This is something new in brewery 
company reporting. 

There is also a section on the source and application of funds, 
and another comparing 1970-71 sales of the company’s beers 
and of Harp Lager with sales in 1966-67. In the latter section, 
volume sales by trade category is shown under the headings — 
‘Free and Loan’, ‘Managed’, “Tenants’ and “Export and Ships 
Stores’. Sales by area are similarly shown on a percentage shares 
basis, the areas being Scotland and the North-east of England, 
Rest of the UK, and Export and Ships stores. 

A final statistical information section is ‘Capital Gains Tax 
Information’ which provides April 6th, 1965, values of the 
company’s stocks but does not adjust the equity price to the 
1968 ‘one for nine’ rights issue or the 1969 ‘one for two’ capitali- 
zation, although the fact that the issues have been made is 
clearly stated. ` ` 


Vanguard Plant 


PICER & PEGLER have qualified their report on the 

accounts of Vanguard Plant — the last accounts to be 
presented by the company as a separate public concern. The 
company is in the process of being taken over by Harvey Plant 
Holdings. 

The Seen state that in their opinion two Vanguard sub- 
sidiaries — Southern Mechanical Handling Plant and BCE 
Plant — have not maintained adequate accounting records. 
The contribution of those subsidiaries to the group pre-tax 
loss of £196,451 was a loss of £216,039. In other words, they 
accounted for the whole of the loss. 

Apart from the inadequacy of accounting records, Spicer & 
Pegler were unable to obtain all the information and explana- 
tions considered necessary owing to personnel having left the 
employ of the group. 

While, within the limits imposed by these factors, the 
auditors ‘consider that the accounts reasonably reflect the 
operations and financial position of the group’, they are unable 
to ‘confirm whether the accounts present a true and fair view. 
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City Notes 


AVE and Prosper’s campaign to attract buyers of their 

investment trust units by challenging investors to take a 
view on the equity market is an intriguing operation. ‘The 
S & P view is that if the investment public do not jump into the 
equity market now they will once again be proved to have 
missed the boat. | 

This may well be so but with the Financial Times All-Share 
Index at a peak, even though the generally quoted 30-share 
index is some 100 points below its best 1968 level, there is room 
to wonder whether S & P have missed the boat themselves, or at 
least are cutting things fine. 

There are some commentators apparently taking the view 
that by the end of this year many investors will have bought 
equities and will have persuaded themselves that they have 
caught the boat. But there is an uneasy feeling that the boat 
may not necessarily sail. The weight of the people on board may 
have grounded it. 

If by the end of this year most people have stoked up with 
equities, then the vast majority will be waiting for 1972 to get 
them out at a profit.. If 1972 does not live up to expectations 
there may be more profit takers than buyers next year. 

Times change, and one of the changes may prove to be a new 
pattern for the equity markets — or no pattern at all. 

For the time being, though, there is plenty of hope and 
plenty of straws to be seen in the ‘bullish’ wind. 


Ko Kä Ka " 


REEDOM, like everything else, has its price — and the price 

is not necessarily confined to those who are freed. The new 
system of money and credit control has released the banks from 
quantitative controls on lending. The ceiling has gone; but 
the price for the removal of the control on quantity is the 
imposition of control through ability or capacity. 

It is natural that the banking freedom should have been 
reported as the opening of a new era of free credit for all; that 
no bank manager is apparently ever going to say ‘No’ again. 

Whilst that will be far from the truth, there will be new kinds 
of lending and new loan packages. That is where the price of 


freedom may have to be paid by other money institutions, 
including the building societies whose interest rate decision due 
to be taken on October 8th, must be influenced to a considerable 
degree by the new banking system. 

Outside the banks, changes are already developing and 
United Dominions Trust has decided to apply for full banking 
status. Other finance companies are expected to adopt the same 
course since they are virtually on a par with the banks as far as 
the new controls are concerned. 

The place where the price of freedom is likely to be lowest 
is the Discount Houses which have been assured a much wider — 
and, they assume, a much more profitable — role in the market 
in money. It is this market as a whole that will find just what the 
price of banking freedom is, and who is going to pay it. 


Kä Ku Ka Kä 


Wee creditors of George Brodie & Co, the firm 
of ‘outside’ stockbrokers, have. made claims totalling 
£181,505. Claims by clients accounted for £171,291 of the total 
and the Official Receiver estimates that assets will realize 
£48,136. The London Stock: Exchanges Weekly Bulletin, 
reporting the Brodie situation, comments ‘As the firm were not 
members of the Stock Exchange or of a federated stock exchange 
no liability will fall on the compensation fund’. 


Ko Kä Ku Ko 


HE Take-over Panel having had its jurisdiction on under- 

written bids and dealings during bids upheld, Stock 
Exchange men are doubtless much relieved. The only true 
answer to the protection of shareholders during a bid situation, 
however, is that there should be no dealings at all. 

But the Stock Exchange is jealous of its function as the 
provider of a free market, and when times suit it can always be 
relied upon to speak up for market freedom. Its members are 
naturally not so keen to acknowledge publicly that big-scale 
share dealings during take-over battles make extremely good 
business. 


RATES AND PRICES 


Closing prices, Tuesday, September 14th, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44%; 
24% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 18, 1967 .. ce. 89 Mar. 5, 1970 Sie -» 7% 
Mar. 21, 1968 .. ut, 74% April 15, 1970 .. en Gët 
Sept. 19, 1968 .. Se, “Oo, April 1, 1971 = ,, 6% 
Feb. 27, 1969 .. sa. 8% Sept. 2, 1971 NW ya. S% 


Finance House Base Rate — September ist, 1971. 64% 


Treasury Bills 
July 9 £5°5700% Aug. 13 Es £57252% 
July 16 ,, £55396% Aug. 20 ; £5°8288% 
July 23 gé ,, £5°5638% Aug. 27 .. £5°8052% 
July 30 .. £55642% Sept. 3 .. £49165% 
Aug. 6 £56301% Sept. 10 .. L48633% 
l Money Rates 
Day to day .. .. 3&5% Bank Bills 
7 days ii .. 345% 2 months 5-54% 
Fine Trade Bills 3 months e, 55$ 79 
3 months .. DE EA 4 months 5-54 2 
4 ice Ss GE 6 months 54-54% 
montns .. 7 zo 


Foreign Exchanges 


New York 2°4650 Frankfurt 8:3220 
Montreal 2'5020 Milan 151350 
Amsterdam ., 8-4435 Oslo 17°0560 
Brussels 118'40 Paris 13°5925 
Copenhagen .. 18:06co0 Zürich 9:8270 
Gilt-edged 
Consols 4% a .. 464 Funding 64% 85-87 .. 87% 
Consols 24% ge , 284} Savings 3% 65-75 w+ 90 
Conversion 34% .. ,. 40 Treasury 9% 1994 , , 104% 
Conversion 54% 1974 .. 97% Treasury 64% 1976 .. 99% 
Conversion 6% 1972 .. 100¢ Treasury 34% 77-80 .. 812 
Funding 34% 99-04 .. 49% Treasury 34% 79-81 .. 793 
Funding 4% 60—90 .. 984 Treasury 5% 86-89 .. 7o§xd 
Funding st% 78-80 .. ‘9x Treasury 54% o8—-12 .. 68} 
Funding 54% 82-84 .. 864 Treasury 24% .. .. 284 
Funding 52% 87-91 .. 75% Victory 4% bg .. 994 
War Loan 34% .. .. 41% 


Funding 6% 1993 «2 75% 
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Birmingham Students Descend on Oxford 


NCE again Birmingham Students’ 

Society’s summer course was held at 
Merton College, Oxford, from Wednes- 
day to Saturday of last week. The 22nd 
of a long line of summer courses, it was 
ably directed by Mr P. E. Couse, A.C.A., 
and offered a wide variety of activities 
over the four days. 

Work started immediately after lunch 
on Wednesday, with Mr G. D. Goldberg, 
B.A.(MELB.), LL.B.(MELB, ET CANTAB.), lec- 
turing on contract law for Part I students, 
while Mr ‘Mick’ Worthington, F.c.A., 
in his amusing and inimitable way dis- 
posed of any myths concerning con- 
solidated accounts. 


Ex barrow-boy 


In the evening, after the convivialities 
of dinner in the impressive grandeur of 
the Merton Hall, Mr F. R. Brierley, 
chairman and managing director of the 
Brierley Group of companies, described 
his life and work. 

He explained how, after many serious 
setbacks, he climbed from being a boot- 
maker and barrow-boy in Northampton 
to his present position in the business of 
supermarket chain stores. When asked 
whether he thought there were still 
opportunities today to succeed in life in a 
similar fashion, Mr Brierley said that he 
thought that there had never been such 
opportunities for young people before 
as there are today. 

After the talk the Merton lodgers 
gravitated towards the tongue-loosening 
environment of such well-known hostel- 
ries as ‘The Turf’, “The Bear’ and “The 
Gate’, to discuss at length accountancy — 
and other matters! 

Thursday morning got oif to an early 
start with Mr ‘Ronnie’ C. Ind, B.A., 
F.C.A., talking to the five Part I groups on 
the complexities of estate duty saving, 
while Mr M. R. Tatledge, F.c.a., ably 
dealt with corporation tax computation 
and shortfall assessments. 


Examinations 
After dinner, Mr R. F. Griffiths, F.c.a., 


a member of the Examination Committee 
and Council of the Institute, gave an 
interesting talk on the way in which the 
committee organizes examinations, sets 
the questions and marks the scripts. After 
the talk Mr Griffiths dealt with many 


questions put to him by members on this 
subject so near to their hearts, and went 
to considerable lengths to explain why 
pass percentages fluctuate. A student 
questioned Mr Griffiths on the com- 
position of examinations and expressed 
the view that it was more important to 
test knowledge of principles than arith- 
metical ability. Mr Griffiths replied that 
this was the object of the new examination 
syllabus which was to come into effect in 


“1972. 


Group discussion 


On Friday, members in the Part I 
groups listened to Mr Howard from the 
Bankruptcy Department of the Depart- 
ment of Trade and Industry lecture on 
liquidations and bankruptcy. As last year, 
in between lectures, groups discussed 
what had been said and the lecturer 
joined them to explain in more detail 
difficult aspects of their subjects. Stu- 
dents studying for Part II were addressed 
by Mr John V. R. Anderson, M.A., 
F.c.A., of Caer Rhun Hall, and his 
partner Mr Ernest Jones, F.C.A., on 
management accounting and costing. 
Mr Anderson very lucidly explained 
marginal costing, break-even analysis 
and analysis of changes in working capital, 
and demonstrated how straightforward 
these really were. Mr Jones lectured on 
standard costing, explaining the basic 
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philosophy involved, and an analysis of 
variances. 

In the afternoon members listened to 
Protessor T. E. Gambling, B.COM., 
PH.D., F.C.A., Head of the Department of 
Accounting, University of Birmingham, 
and Professor R. I. Tricker, F.C.A., 
J.DIP.M.A., from the Oxford Centre for 
Management Studies, debate the motion 
‘The science of information systems is 
just “Accounting?” writ large’. The 
debate which was chaired by Mr T. A. 
Hamilton Baynes, 0.B.E., M.A., F.C.A., 
no stranger at Birmingham’s summer 
courses, was argued light-heartedly, 
although the points made by the speakers 
sounded rather academic to students 
listening. Unfortunately, there was little 
time for student participation and on the 
vote being taken the motion was de- 
feated. 

Two films, ‘The Newest Profession’ 
and ‘Finance People’, were then shown in 
Oxford Town Hall and proved to be 


extremely interesting to members. 


Guest night dinner 


On Friday evening a guest night dinner 
was held, at which the two speakers were 
Mr A. S. Maddison, F.c.A., Chairman of 
the Joint Lecture Committee, and Dr 
A. M. Cooke, Fellow of Merton College. 
In his speech, Mr Maddison thanked the 
College for their continued hospitality to 





Left to right: Simon Wall, Martin Hare, David Hare, the Society's Secretary, and, far right. 


Alistair Greeves, the Society’s immediate past secretary. 
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Mr A. Betts, /eft, introducing one ot the speakers, Mr Howard of the Department of Trade and Industry. Right. Mr John V. R. Anderson, MA 


A.C.A., /eft, and Mr Ernest Jones, F.C.A., talking to students during a break for lunch. 


Birmingham students and, replying, Dr 
Cooke talked about some of the history of, 
and personalities involved with, Merton 


College. 


Share valuation 


On Saturday morning Mr W. Hall, 
Chief Examiner of the Shares Valuation 
Division of the Inland Revenue Estate 
Duty Office, held a mock interview with 
Mr 'T. A. Hamilton Baynes, who played 
the part of the chartered accountant 
representing his clients, the executors of 
the will of the chairman of a private 
company. A case study was provided for 
members to read, giving financial and 
accounting details of the company — a 
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Group in discussion, Mr J. D. Leake, A.C.A., a group leader, /eft, with, centre, David Hare, the 
Society's secretary. 


toy manufacturing concern — and the 
shares to be valued for probate. 

In a most amusing interview Mr 
Hamilton Baynes was able to persuade 
Mr Hall to lower his valuation of the 
shares from 4op to 25p each through a 
combination of well-reasoned arguments 
and perhaps a little devious use of his 
imagination. 

After the ‘interview’ members returned 
to their groups to discuss the outcome 
and the course generally. It was apparent 
that members found much benefit in 
these group discussions and worked hard 
to consolidate the many aspects of the 
lectures. The organizers can be well 
satisfied with the results of their hard 
work. 
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ACASS COUNCIL MEETING 


THe ACASS half-yearly Council takes 
place in Manchester at Owens Park, 
University of Manchester, on Friday and 
Saturday of next week and will be pre- 
sided over by the Association’s President, 
Tony Cross, B.A., A.C.A. 

Among the subjects for discussion will 
be: ‘Training student accountants - 
controversial comments on proposals by 
the Institute made by the ACASS 
Chairman of Conditions of Employment 
Board; tax relief and grants; salary 
survey, prepared by the Birmingham 
Society, and a discussion on education 
proposals contained in the recent report by 
the Institute ‘A Policy for Education and 
Training’ (The Accountant, August 12th). 

On the subject of student membership 
of the Institute there will be reports on 
the development of local societies. 


EDUCATION BOARD ADVISORY 
SERVICE 


THE ACASS Education Board has 
inaugurated a new advisory service. In 
the past year the board has built up 
comprehensive files on all aspects of 
students’ education and the new service 
will: 

(1) provide 
available; 

(2) Advise on the most suitable courses 
for individual cases; 

(3) deal with students’ grievances which 
concern education, and raise them 
with the appropriate body. 

Students who wish to avail themselves 

of the service should write to the Edu- 
cation Advisory Service, ACASS, 43 
London Wall, London EC2. 


information on courses 
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ACCOUNTANCY DEGREE 
COURSES 


Proposats for the development of 
university degree courses relevant 
to the accountancy profession and 
conferring exemption from parts of 
the professional examinations were 
developed initially by the McNair 
Committee in 1944 (The Accountant, 
April 28th, 1945). Following a con- 
ference in Birmingham earlier this 
month of the Joint Standing Commit- 
tee on Degree Studies and the Ac- 
countancy Profession, it is suggested 
that the McNair proposals (as sub- 
sequently amended) should be re- 
placed by recognition of university 
courses at two levels, viz.: 


‘Stage I’ courses (being part of a 
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first degree course), which should pro- 

vide a basic conceptual knowledge of 

accounting; and 

Approved first degree courses in 
accountancy and related studies, in- 
cluding significant advanced studies in 
accountancy in addition to the elements 
of a Stage I course. 

It is envisaged that the accountancy 
bodies might accept Stage I courses as 
an appropriate preparation for a 
minimum period of practical experi- 
ence, during which professional com- 
petence would be further developed 
and tested in appropriate professional 
examinations; and that the first degree 
courses might be accepted as an entry 
qualification for practical experience 
and a specially devised final profes- 
sional examination. ` Conversion 
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courses are proposed for other gradu- 
ates, to bring them to the level either 
of a Stage I course or a full approved 
degree course. 


The conference proposals are now 
to be submitted to the accountancy 
bodies and the Advisory Board of 
Accountancy Education for considera- 
tion. Other matters which the con- 
ference calls on the Advisory Board to 
consider are the possibility of post- 
graduate short courses, the problem 
of teacher supply, consultation be- 
tween the professional bodies and 
educational institutions about methods 
of examination, and periods of prac- 
tical experience in relation to the 
degree of supervision possible over 
the training provided. 





Letters 


Taxation Aspects of Liquidation 


Sir, — In the second article under this title (September 2nd 
issue), your contributor suggests that where a parent company 
is owed money by a subsidiary, which the latter is unable to 
pay, the parent might effectively obtain relief for this loss against 
chargeable gains by ‘converting’ the loan into share capital 
prior to the liquidation of the subsidiary. 

I have been concerned in an analogous case when a company 
which was wholly owned by a body of trustees was indebted to 
them on loan account, but had no assets. Prior to the liquidation 
of the company it issued shares to the trustees for cash at par. 
The proceeds of the issue were applied in discharge of the loan 
account. Thus the loan was ‘converted’ into share capital and it 
was hoped that upon the liquidation of the company the 
trustees would have a loss arising from shares, which they could 
set off against other capital gains. 

Such relief is resisted by the Revenue on the grounds that 
the allowable expenditure in respect of the acquisition of the 
shares by the trustees (which could be deducted from their 
‘nil’ value upon liquidation to give rise to an allowable loss) 
was not the sum which the trustees had paid for them upon their 
issue by the company, but their market value at that time. The 
Revenue based this argument upon the fact that the company 
and the trustees are connected persons so that the acquisition of 
the shares was not a bargain at arms-length, with the result 
that section 22 (4) (a), Finance Act 1965, is applicable. 

The position of the company immediately before the issue 
of the shares was that it was insolvent to the extent of its in- 
debtedness to the trustees. Its position immediately after their 


issue and the repayment of the loan was that it had neither 
liabilities nor assets; so that the market value of the shares 
was nil. If the Revenue argument is correct, this fixes the 
acquisition value at nil. 

It seems to me that there is no difference in principle between 
this case and the case of the parent and subsidiary company 
to which your contributor refers and I should therefore be 
interested to learn whether he can confirm that the Revenue 
has accepted as effective the arrangements which he suggests. 


Yours faithfully, 


Brighton. P. S. SAVAGE. 


Sir, — I was interested to read in The Accountant of September 
gth, Mr B. W. Brown’s comments concerning my recent 
articles on “Taxation aspects of liquidation’. 

These articles were not, of course, intended to be a compre- 
hensive treatise on the subject of liquidation (which could not 
be incorporated into the limited space available), but had this 
been their aim, a great many matters of relevance would have 
been mentioned quite apart from the points raised by Mr 
Brown. 

With regard to the matters which were raised by your 
correspondent I would comment as follows: 


(1) The Revenue statement referred to in conjunction with 
the roo per cent distribution requirements merely states 
that ‘The Board are prepared to examine cases of re- 
organization carried out entirely for bona fide commercial 
reasons in order to see whether any relaxation of para- 
graph 12, and where relevant, paragraph 13 (of the 
Eighteenth Schedule, Finance Act 1965) can be given’. 
Not a great deal to pin one’s hopes on. 


(2) Most of your readers in practice are no doubt familiar 
with the basic principles of loss relief and the application 
of franked investment income, raised in paragraphs 1 to 4 
of Mr Brown’s letter, and it did not seem appropriate to 
encumber the articles with these matters. 


(3) Of particular interest are his misgivings concerning the 
treatment of inter-company loans and the issue of share 
capital in this connection. I would have thought that my 
reference to this matter under the heading of ‘Groups of 
companies’ on page 323, September 2nd issue, clearly 
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indicated that the suggestion could only be applied to 
wholly-owned subsidiaries, in which case the transaction 
would automatically fall within the scope of the provisions 
of paragraph 4 of the Seventh Schedule, Finance Act 
1965, which he himself mentions. 

As many of your readers will know, this is not a new 
practice but one which has not infrequently been adopted 
in the past six years with some benefit, and no ill effects, 
to the taxpayers. As long as the new share capital is paid 
for in cash, paragraph 11 of the Seventh Schedule will 
not apply, and the procedure will enable the debtor sub- 
sidiary to repay the loan to the parent company immedi- 
ately, so that no long-term outlay need be involved. 


With regard to the letter from Mr P. S. Savage, which you 
brought to my attention [published herewith] concerning the 
issue of new share capital, for cash, to a body of trustees who 
own the entire share capital of the issuing company, this falls 
clearly within the scope of paragraph 4 of the Seventh Schedule, 
Finance Act 1965, referred to above. As it would appear that 
the new shares were issued for cash, the qualifying words of 
section 22 (4) (a) of the 1965 Act, on which the Inspector 
apparently relies (‘and in particular where he acquires it by 
way of gift or by way of a distribution’), are not consistent with 
the facts of the case so far as one can gather from the corres- 
pondent’s letter. 

The provisions of sub-paragraphs (2) and (3) of paragraph 
4 of the Seventh Schedule that ‘The reorganization shall not 
be treated as involving any acquisition of the new holding but 
the original shares and the new holding, shall be treated as the 
same asset acquired as the original shares were acquired’ and 
‘any consideration for his new holding . . . shall be treated as 
having been given for the original shares’ are to the point. 

I doubt whether the inspector’s interpretation of the statute 
has the blessing of Head Office, and it may benefit your corres- 
pondent to refer the matter there. 

As to the final paragraph, the basic difference between the 
parent-subsidiary position and the case quoted by your corres- 
pondents is, of course, that the latter cannot benefit from the 
provisions of section 273, Income and Corporation Taxes Act 


1970. 
Yours faithfully, 


Coulsdon, Surrey. L. OSBORNE. 


Inter-company Interest 


Sir, — Your commentator does not appear to have grasped one 
of the main points of my article reviewed by him (see ‘From 
Cape Town’ under ‘Finance and Commerce’, August 12th 
issue) in that at the balance sheet date the retained profits 
of the group amounted to R513,000, whereas inter-company 
interest capitalized by the subsidiaries and treated as income 
by the holding company amounted to R777,000. Had this 
interest been eliminated the profit and loss account would 
reflect a deficit of R264,000 which in turn would mean that 
dividends had been paid out of capital. 

Had inter-company interest been excluded on consolidation, 
which is apparently a requirement of the South African Com- 
panies Act, the items ‘Retained profits of R513,000’, and 
‘Capital reserve R153,000’ appearing in the balance sheet 
would be eliminated and the share premium account reduced 
from R1,995,000 to R1,884,000 (assuming the excess payments 
could be appropriated against these accounts in that order). 
This, of course, would present the shareholders with a com- 
pletely different picture of the state of the company’s affairs. 

I must be perfectly frank in that I was not impressed with 
the review of my article, but the impression gained from the 
first and penultimate paragraphs of myself hunched over a 





- TE mm D ks éch, F ? z g ` CM RTL Zei E 
PEE ET i A NSn aee apala o aE Re eee 
: ‘ : À EA Tat Vë , 
€ "Kë e A? 


September 16th, 1971 


typewriter banging and muttering away fills me with glee, and 
I do thank your reviewer for that. 


Yours faithfully, 
A. G. HEMINGWAY, a.c.c.A., A.C.LS. 


Rondebosch, Cape. 


National Insurance Franking Machines 


Sir, — With reference to the note concerning National Insurance 
franking machines on page 338 of your issue of September 2nd, 
your readers may wish to know that payment for stamp im- 
pressions is not made to the Post Office as stated but to the 
local Social Security office. 

Permits to use franking machines are issued by this depart- 
ment to suitable employers and application for a permit must be 
made to the local Social Security office. Stamp impressions may 
be purchased in advance or, in suitable cases, machines are set 
in advance and payment is made to the Social Security office 
weekly or monthly as impressions are used. The Social Security 
office maintains am account for each authorized user. 


Yours faithfully, 


C. H. ADAMS, 


DEPARTMENT OF HEALTH AND 


London WCr. SOCIAL SECURITY. 


Charitable Estate Duty Schemes 


Sir, — In your August 26th issue the article by your Insurance 
Correspondent contains details of a hypothetical case which 
seems to contain an error. The estate starts at £200,000 of which 
£100,000 is invested, £40,000 expended on purchase of annuity 
and {60,000 property is retained, thus the estate is reduced to 
£160,000. There are two examples given with duty payable of 
£65,350 or £47,150, and the amount receivable by the heir as 
£134,650 and £152,850. These, plus the duty paid, total 
£200,000 in each case, so from what fund is the estate duty paid, 
or rather what has happened to the £40,000 expended in 
purchasing the annuity? 


Yours faithfully, 
London N13. G. HEATON TAYLOR. 


[Our Insurance Correspondent writes: 

In the article the benefit received by the heir at the end of the 
reversionary period was inadvertently inflated by the purchase 
price of the seven-year guaranteed annuity. In point of fact, the 
settlor and the residual legatee do, between them, benefit by the 
value of the reversion over a period of seven years, but it was mis- 
leading to incorporate this value within the capital received. 

The position on the death of the settlor at year six is correctly 
stated in the article thus: 


£ 
Settlor’s estate: Property Fi 60,000 
Annuity remainder 5,062 
Reversion value 35,910 
Total . £100,972 
Estate duty 47,150 
The heir, however, receives: 
(a) Income for one year ; S o Wé 55435 
Less tax on that part not considered capital con- 
tent ({2;439) +. e d be bag 919 
Net income à £4,516 
(b) Capital after one year £200,000— £40,000 — 
£47,150 T Kb i s+ £712,866 


Had reversion not been made, the estate duty levied on 
£200,000 would have been £114,000 and the heir would have 
received only £86,000. Thus the gain to the heir is £26,850. ] 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


COOPER BROTHERS & Co and COOPERS 
& LyBRAND announce that Mr JOHN 
Davip Hai has been admitted to 
partnership in Paris. 


COOPER-PARRY, WATSON, SOWTER & 
Co, Chartered Accountants, of 102 
Friar Gate, Derby, and at Burton, 
Ashbourne and Long Eaton, announce 
that Mr ROGER FRANCIS LANDER, F.C.A., 
retired from the partnership on Septem- 
ber 30th, 1971, to take up another 
appointment. 


PRICE WATERHOUSE & Co announce 
that as from September 13th, 1971, their 
Liverpool practice is being conducted 
from Silkhouse Court, Tithebarn Street, 
Liverpool L2 2LJ. 


APPOINTMENTS 


The Burton Group announces the follow- 
ing appointments: Mr R. W. Booth, 
F.C.A., a director of the Group Services 
Division, to be also a director of the 
Montague Burton Retail Division; Mr 
D J. Furby, A.C.A., a director of the 
Group Services Division, and Mr W. M. 
Wood, B.A., A.C.A., financial director of 
the French Division. 


Mr Martin Kinney, A.C.A., has been 
appointed an executive director of Old 
Broad Street Securities, the merchant 
banking arm of United Dominions Trust. 

Mr J. F. Nightingale, A.C.A., has been 
appointed a director of Dickwella (Hold- 


ings). 
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Mr Norman J. Edwards, M.A., F.C.A., 
has been appointed division chief ac- 
countant of the Yeast and Food Division 
of The Distillers Company. 





o e 2 
Mr N. J. Edwards Mr L. S. Wheeler 
Mr Leslie S. Wheeler, F.C.A., F.S.V.A., 
F.I.ARB., has been appointed to the board 
of the Westbourne Group as financial 
director. 


SCOTTISH INSTITUTE’S 
POST-QUALIFYING COURSES 


A ‘Comprehensive basic computer course’ 
will be held by The Institute of Chartered 
Accountants of Scotland from October 
4th-8th at the London Graduate School 
of Business Studies, Sussex Place, 
Regent’s Park, London, and repeated at 
St Enoch Hotel, St Enoch Square, 
Glasgow, from November 22nd-—26th. 
No prior knowledge of computers is 
assumed or required for the course and it 
will be of particular interest to personnel 
directly involved in data processing, or 
some aspect of it, so that a keener under- 
standing may be obtained of basic 
concepts. 

The first three evenings of the course 
will be devoted to practical exercises 
using an advanced computer configura- 
tion which should effectively demonstrate 
not only the operation of a computer, but 
also remove a large measure of the 
mystique associated with programming. 
Fee, including all meals, refreshments, 
and documentation, but not accom- 
modation, is £65 in London and £60 in 
Glasgow. 

A course for computer managers, 
financial controllers, company secre- 
taries, and other executives who play 
some part in the responsibility for the 
effective use of a computer is also to be 
held at the St Enoch Hotel, Glasgow, by 
the Institute, under the title ‘Improving 
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computer effectiveness’. Fee for this one- 
day course, to be held on October 12th, 
will be £12, including course documenta- 
tion, morning coffee, lunch and tea. 
Applications to attend these courses 
should be made to the Director of Post- 
Qualifying Education, The Institute of 
Chartered Accountants of Scotland, 27 
Queen Street, Edinburgh EH2 1LA. 


MODERN AUDITING 
DISCUSSION GROUP 


The first meeting of the new session of the 
London and District Society’s Modern 
Auditing Discussion Group will take the 
form of a supper party at Ye Olde Che- 
shire Cheese in Fleet Street at 6 p.m. for 
6.30 p.m. on October 5th, when Mr 
Pryor, M.A., F.C.A., director, Wm Brandt’s 
Sons & Co, merchant bankers, will speak 
on ‘Trends in trans-national mergers’. 
Domestic business will be kept to a 
minimum, and in the light of Britain’s 
proposed entry into the Common Market 
and the fact that the meeting is being 
held during the week of the UEC Study 
Conference in London, it is hoped that 
members will bring continental friends 
who may be attending the conference. 
Mr Richard Brandt, M.A., F.C.A., has 
been elected chairman of the group for 
the season, and full details of the meeting 
may be obtained from the hon. secretary, 
Miss M. Mannington, F.c.A., 27 Martin 
Lane, Cannon Street, London EC4 oDU. 


THE INSTITUTE OF OFFICE 
MANAGEMENT 


Glasgow Conference 


The Glasgow and West of Scotland 
Branch of The Institute of Office Manage- 
ment will be holding its Autumn Confer- 
ence in the City Hall, Glasgow, on 
October 27th. 

The subject will be ‘Order processing 
and sales stock control’ and the principal 
speakers will be Mr A. H. Wilkie, 
a.c.w.A., Mr T. McNaught, A.c.ts., and 
Mr J. G. Sheridan who have considerable 
experience in this field using both manual 
and computer systems. 

Further details and admission tickets 
may be obtained from Mr J. H. McCaig, 
conference secretary, Chrysler Scotland 
Ltd, Linwood Plant, near Paisley. 
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ESTATE DUTY 
Finance Act 1971 


The Board of Inland Revenue have 
stated in response to inquiries that estate 
duty will not be charged on the death 
of an individual in respect of an annuity 
payable, to. that individual’s widow, 
widower or dependant under a contract 
approved under subsection (1) (a) of 
section 226A, Income and Corporation 
Taxes Act 1970 (which was introduced 
by section 20 and paragraph 1 of Schedule 
2, Finance Act 1971). 

* The Board have also confirmed that 
following the enactment of section 62 of 
the 1971 Finance Act they will continue 
to apply the concession under which, 
where a loan is made by a close company 
to a participator to enable estate duty 
to be paid, the charge to income tax 
under section 286 of the Income and 
Corporation Taxes Act 1970 is, subject 
to certain conditions, suspended. 


INTERNATIONAL FISCAL 
ASSOCIATION 


The. 1971 Annual Congress of the 
International Fiscal Association will be 
held in Washington from October 4th to 
8th, the subjects for study being the 
fiscal treatment of international invest- 
ment trusts and mutual funds; and 
criteria for allocating items of income and 
expense between corporations in different 
States. The British national reporters 
at the congress will be Mr D. F. A. 
Davidson, F.c.A., and Mr D., E, Richards. 
The programme of events recently an- 
nounced for 1971-72 by the British 
Branch of the Association will commence 
on October 12th. with a discussion of the 
draft national reports for the 1972 
Congress to be held in Madrid. The first 
subject to be discussed will be “The 
income, fortune and estate tax treatment 
of household units’, and the second sub- 
ject“‘Tax consequences of changes in 
foreign exchange rates’. 
»,Towards the end of October there will 
be a wine;tasting; during November and 
December there will be lecture meetings 
with subjects covering the avoidance of 
double economic taxation, the German 


taxation system, and future tax develop- 


ments in the European Economic Com- 
munity. -Speakers will be M Pierre 
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Kerlan, adviser on international tax 
affairs as Sous-Directeur au Ministére de 
l’Economie et des Finances; Dr H. Vogel, 
former Director General of Taxation of 
the Federal Finance Ministry; and Pro- 
fessor Dr J. H. Christiaanse, Professor of 
International Fiscal Law, Netherlands 
School of Economics. 

Professor G. S. A. Wheatcroft will give 
ap analysis of a topical tax case in March, 
and it is hoped that two joint seminars 
will be arranged with the Scandinavian 
and Belgian branches of the Association 
during the 1971-72 session. 

Full details of the Association’s activities 
may be obtained from Mr D N. C. Gray, 
Honorary Secretary, 6 St James Square, 
London SWrY 4LD. 
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HALF-DAY CONFERENCE 
AT WOLVERHAMPTON 


‘Finance Act 1971’ is the subject of a 
half-day conference to be held by 
the Wolverhampton Society of Char- 
tered Accountants at the Mount Hotel, 
Tettenhall Wood, Wolverhampton, on 
September 3oth, starting at 2.30 p.m. Mr 
L. J. Northcott, F.c.a., will give two lec- 
tures and the remainder of the conference 
will be spent on question time and general 
discussion amongst those attending. 

The conference fee is {1 plus an 
additional {1-25 for an evening meal if 
required, and applications to attend 
should be made to Mr D. Stevens, A.C.A., 
34. Waterloo Road, Wolverhampton. 


COURSES AND CONFERENCES 


Taxation 


Under the direction of Professor G. S. A. 
Wheatcroft, a two-day conference on 
‘Conserving and maximizing assets’ will 
be held by Associated Business Pro- 
grammes at the Central Hotel, Glasgow, 
on October 18th—r1g9th, and will be re- 
peated at the Millbank Tower Conference 
Suite, London, on November 4th—sth, 
and the Midland Hotel, Manchester, on 
November 8th-gth. Mr J. Philip Lawton, 
M.A., LL.M., and Mr K. S. Carmichael, 
F.C.A., will assist Professor Wheatcroft in 
a programme which will cover a wide 
range of tax problems affecting the in- 
dividual in his personal and business life. 

Fee for the conference is £50, including 
all course materials, coffee, luncheon and 
tea, and applications to attend should be 
made to Associated Business Programmes 
Ltd, 17 Buckingham Gate, London SW. 


Productivity , 


The Scottish Conference on Productivity 
will be held at the Caledonian Hotel, Ayr, 
from October 14th to 16th. Mr J, R. 
McNally, M.B.E., J.P., managing director, 
Beckman Instruments, will give the 
opening address on ‘Management and 
productivity in Scotland’ in which he will 
indicate that quality of management and 
levels of productivity are inter-related. 
The general theme of the conference is the 
application of productivity-orientated 
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techniques, to be dealt with by way of 
lectures, case-study, seminar groups and 
an open forum. 

Fee for the conference is £35, including 
accommodation, meals and course 
materials. Applications to attend should 
be made to the Conference Convenor, 
104 Old Glasgow Road, Uddingston, 
Lanarkshire. 


Acquisitions and Mergers 


‘Expansion through acquisitions and 
mergers’ is the title of a two-day non- 
residential course to be held by Business 
Intelligence Services at Kensington Palace 
Hotel, London, on September 27th and 
28th. The objectives of the course are to 
examine the main features of the merger 
situation, to provide a full appreciation 
of the methods used for the investigation 
and assessment of one’s own company 
and that of a prospective acquisition, and 
to show how to use to the best advantages 
the specialist services that are available. 
Examples of successful and unsuccessful 
mergers will be illustrated in case studies 
used to compare the background and 
results in two merger situations. 

Fee for the course is £50, including 
documentation, luncheon, and light re- 
freshments. Applications to attend should 
be made to the Registration Department, 
BIS Training, 79-80 Blackfriars Road, 
London Ski, 
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A Vital Meeting 


NDESERVED misfortune continues to dog the affairs of The 
Institute of Chartered Accountants in England and Wales. It now 
appears that, for reasons entirely beyond the control of the Institute, 


several thousand notices of next week’s special meeting, together with the 


President’s letter which we reproduced in our issue of September gth, 
have been seriously delayed in their transmission to members. 

Under the Institute’s bye-laws, 21 days’ notice of a meeting is required, 
exclusive both of the day of notice and of the day of the meeting, and 
‘notice’ is deemed to be given 24 hours after posting. Thus — if our arith- 


_metic is correct — papers for a September 30th meeting must be posted 


not later than September 7th. It has in fact been confirmed that the 
Institute, mindful of the possibility of delays to bulk postings by rebate 
mail, anticipated this deadline by several days; unfortunately, this sense 
of urgency was not matched by that of the Post Office, so that some 
members have reported receiving their notices of the meeting as late as 
September 15th. 

These procedural matters, though certainly a cause of some anxiety to 
the Institute secretariat, are of vastly less significance than the content 
of the President’s letter itself. Criticism of the proposed subscription 
increases has been voiced on such grounds as that the anticipated deficits 
for 1971 and 1972 amount to barely 3 per cent of total expenditure, and 


‘would be regarded by many accountants as within the normal margin 


of budgeting error; that the present increase follows too closely after the 
last; that the amount of the projected increases is at variance with-the 
recent initiative of industry to limit price increases to no more than 5 per 
cent; and that the Institute stands to benefit by some £20,000 in loan 
interest, following a reduction in Bank rate on the very day that the 
President’s letter was signed. 

True, these arguments are not without substance, but we feel them to 
be neither exhaustive nor conclusive.. As the President has emphasized, 
the activities of the Institute have in recent years been cut back to a poten- 
tially unhealthy extent, and it is in some danger of being unable to play 
its full part in a number of matters which are of vital concern to the future 
of the profession. It should also be borne in mind that the Institute will 
shortly be negotiating for the funding of its present £2 million short-term 
facilities by way of mortgage, and requires to be in a position to produce 
accounts that are satisfactory to a prospective lender. 

We commend the President’s letter to the careful attention of all 
members of the Institute, and hope that any who may be opposed to the 
proposed new subscription scales will not be tempted indirectly to achieve 
their ends by challenging any presumed insufficiency of notice. As men- 


-.tioned above, the Institute’s position in this regard is both legally and 


morally unassailable ~ quite apart from the fact that a case of this signi- 
ficance deserves to be debated and decided only on its merits. 
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Reflections in a Mirror — or a Glacier 


Ro more than ten years ago — in 1960 to be precise 
~ Lord Brown, then plain Mr Wilfred Brown, pub- 
lished a book called Exploration in Management. It was not 
an easy book to read or to appreciate, but it was clear at the 
time that the author had some original things to say about 
the organizational aspects of management. Indeed, that 
book has been the subject of much discussion and disagree- 
ment since it was published. But as time has passed and the 
flow of papers from the ‘Glacier Project’ has lessened there 
has been a tendency to push the new thinking introduced 
by Lord Brown in 1960 into the background and to think 
that the whole of necessary wisdom on business organiza- 
tion 1s contained within the writings of the behavioural 
scientists. Now, Wilfred Brown has published a consider- 
able — and he is so exact a user of the English language 
that he will understand just what that epithet implies — 
book called Organization. It might have earned the sub- 
title of the ‘Wisdom of Wilfred Brown’, for that is really 
what itis. : 

The author’s thesis, which has remained unchanged for 
more than a decade, is that ‘the average individual is 
generous and reasonable. He wants to contribute to society 
by working creatively and efficiently, but is held back by 
the environment at work’. This leads directly to the idea 
that environment at work consists of the tasks that have 
to be performed, the roles within which the tasks have to be 
grouped, and the relationships between holders of different 
roles within employment hierarchies, and within the power 
‘groupings of employers, employees, shareholders, custo- 
mers and the market. Brown believes that by applying 
disciplined and logical thinking to the task of analysing 
organizational problems, such a scheme of organization 
can be created that disparate human beings will be able 
to work constructively together within one business. 

In the past, Wilfred Brown has been criticised for ig- 
noring, or worse still rejecting, the psychological approach 
to management of the behavioural scientists, but he cannot 
be charged with this upon this occasion since he states in 
all humility in his preface ‘I have nothing unique to 
contribute on the subject (viz. psychological factors), but 
I do want to try and contribute in the far less well-tilled 
field of roles, role-relationships, organization and social 
institutions’. Perhaps 1971 will provide a more open hearing 
for his theories — largely put into practice in Glacier Metal 
over the last 20 years — than did the sixties. 

The horrid truth is that very few businesses have more 
than the haziest of ideas about the bricks from which an 
organizational structure is built. Concepts like the nature 
of a manager, the reality of authority, the definition of a 


job are seldom -clearly understood within a business. 


1 Published by Heinemann, price £3°75. 


Wilfred Brown demonstrates this alarming fact by inviting 
his readers to :ook at the situations vacant page in any 
national newspaper and consider whether the advertise- 
ments really give the potential applicant a clear picture 
of the job being advertised. He suggests that the fact that 
many people apply for jobs which they see advertised 
and then withdraw their applications shows clearly that the 
advertisements ‘ack clarity of definition; and he traces this 
lack of clarity in advertisements back to lack of clarity of 
thought within the organizations themselves. There can 
be little doubt taat this analysis is correct, any more than it 
can reasonably be doubted that the work done at Glacier 
has provided management with the tools with which to set 
up a logical menagement structure if it wishes to do so. 
But since it is mow more than ten years since the Glacier 
system was published to the world it is right to 
ask why it has not beer more widely and more rapidly 
accepted. 

There is much more to the wisdom of Wilfred Brown 
than his analytical approach to organization. His new book 
demonstrates that the other major contributions of the 
Glacier project to management theory, such as time-span, 
progression curves and product analysis pricing, form 
part of a consistent whole, and that the total emphasis is 
on establishing zhe kind of organization which will be seer 
to be fair by all the power groups with which it is concerned. 
It is the concept of justice within the working of an indus- 
trial organization that is Lord Brown’s special contribution. 
and in the central section of his new book he makes a strong 
plea for the escablishment — by law if necessary — of: 
judicial system within every business which will give em- 
ployees at all levels the right to lodge and have heard ir 
quasi-judicial ccnditions appeals against the acts of manage- 
ment. This goes much further than anything proposed a: 
part of an Industrial Relations Act, but it does seem to cu 
right back to the heart of most industrial disputes. 


So often disputes look like mountains made out of mole 
hills, with the management cast in the role of the mole 
But because of zhe way in which businesses are organized 
and in which trade unions are organized to represent thei 
members’ interests to management, the dialogue break 
down before justice can either be done or be seen to b 
done. The kind of appeals procedure which Wilfred Brow: 
is advocating would seek to ensure that the legal heritag 
of which we as a nation are justly proud is adapted for us 
within individual businesses. He suggests that the alter 
native ~ or at least what seems likely to happen if w 
continue along the present course of allowing industri: 
relations to be determined by the power politics implie 
by the idea of bargaining for a supply of the vital commodit 
of labour — is a rapid slide into anarchy. 
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Despite the fact that Lord. Brown betrays occasional 
lack of sympathy with the accounting profession, it does 
seem that his wholehearted desire to see the organization 
of businesses, and thus their system of industrial rélations, 
rooted in law and judicial practice is one which should find 
an immediate echo in the hearts of accountants. It was 
unfortunate that the earlier Glacier books and papers found 
it necessary to use such unusual language that they appeared 
to be several steps removed from reality, and this factor 
probably reduced the speed with which the ideas expressed 
were considered and accepted. But in 1971 there are 
unfortunately SEN for thinking that industrial relations 
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are getting much worse rather than a little better, and it is 
not often that anyone comes forward with a practical way 
of improving the situation. 

This is what Lord Brown and his colleagues at Glacier 
did for many years, and we now have the opportunity of 
reading the considered wisdom of Wilfred Brown, the 
politician and minister, the socialist working happily 
within the capitalist system, the reformer who, given 
the conditions he proposes, would suspend the payment 
of social security payments to the families of men on strike. 
His may be the way out — let us at least discuss the 
possibility. 





CURRENT AFFAIRS 


Views on Business Schools 


HE development in recent years of an increasing number of business 
schools throughout the country has not altered the fact that businessmen 
hold conflicting views on their merits. However, a survey entitled British 
Industry’s Attitudes to Business Graduates and Business Schools carried out by 
an independent organization, but commissioned by and available from The 
Business Graduates Association (£5), reveals a quite strong and widely held 


belief in their virtues. 


According to the findings, 86 per cent of employers consider that the business 


graduates they employ have fulfilled 
or exceeded the performance expected 
of them. The large companies which 
currently employ business graduates, 
i.e., those possessing a Masters or 
higher degree in business studies 
which took at least one year’s full-time 
post-graduate study to’ obtain, are 
intending to recruit them at an increas- 
ing rate. 

The prime role of business schools 
is séen by nearly two-thirds of respon- 
dents as ‘to train people to understand 
how all parts of an organization work 
so that they may move rapidly into 
general management’. Only a bare 
6 per cent of all respondents con- 
sider the prime role of the business 
schools to be to ‘develop specialists 
for particular jobs within one function 
of the company’. 

Views on the best length of the 
course vary in so far as 37 per cent of 
respondents prefer full-time education 
of at least one academic year’s dura- 
tion, whereas a similar proportion of 
respondents opt for short intensive 
courses specifically tied into in- 
company management development 
programmes. The remaining 26 per 
cent of respondents prefer a sandwich 
approach. The most unpopular course 


is the two-year full-time programme. 
It is difficult to know how much 
weight should be attached to these 
findings since the response rate 
was somewhat low. Of the 1,395 
companies surveyed, the total number 
of analysable responses was 577. A 
further 102 companies returned the 
questionnaire, but these were not 
considered suitable for analysis. 


Successor to lan Fraser 


ESPITE its constitution as a 

voluntary body, the City Take- 
over Panel has worked extremely 
efficiently in the last two and a half 
years, and its authority in the City is 
now recognized to be almost unassail- 
able. This is a tribute to the manner 
in which the code has been adminis- 
tered and to the personality of the 
Panel’s officers, in particular Lord 
Shawcross as chairman‘ and Mr Ian 
Fraser as director-general. 

Mr Fraser, a former director of the 
merchant bank S. G. Warburg, has 
recently announced his intention of 
retiring from the Take-over Panel 
early next year'`in order to return to 
banking. His successor is named as 


Ki 


Mr John Hull, who is at present a 
director of J. Henry Schroder Wagg 
and head of its corporate finance 
division. 

Educated at Downside and Cam- 
bridge, Mr Hull is a barrister, and 
was for a time in the chambers of 
Schroder’s present chairman, Mr 
Gordon Richardson, before joining the 
bank in 1959. He has also acted as 
adviser to Sir Harold Samuel’s Land 
Securities Investment ‘Trust, the 
country’s largest property company. 
Full details of Mr Hull’s appointment 
have not been finalized, although his 
term of office is expected to run for at 
least two years. 


Landowners’ Financial 
Problems 


N their evidence to the Wilson 
Committee, which is inquiring into 
capital and credit provision in agricul- 
ture, the Country Landowners’ Asso- 
ciation cover a wide range of topics. 
In particular, a number of relevant 


- facts emerge which are of general 


interest. For example, since the begin- 
ning of the century the proportion of 
tenant to total farmed land has fallen 
from 88 per cent in 1908 to 46 per 
cent by 1969. Since 1958 land values 
have trebled and, according to the 
CLA evidence, because farming pro- 
fits have done no more. than keep 
pace with the increase in working 
capital, it has become much more 
difficult for the individual farmer to 
expand output by increasing his acre- 
age. As output per acre has increased, 
so has the amount of capital required, 
with the. shift to SEH 
production. 

The CLA contends that farm in- 
comes ‘have risen by only 4 points 
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between 1955-69, while the index of 
gross capital formation has increased 
by 28 points. In particular, the return 
on investment in recent years has 
tended to be poor. ‘The various sources 
of capital available range from private 
borrowing and banks, to the Agricul- 
tural Mortgage Corporation. The CLA 
notes that borrowing from the last- 
mentioned has risen more than in the 
other cases, not so much on the merits 
of the AMC, as the limitations of the 
other sources. 

Desirable changes to encourage the 
landlord/tenant system, with improve- 
ments in the capital structure of the 
industry, are to be found in tax changes 
and the law relating to agricultural 
holdings. In the former case, the CLA 
want income from the management of 
agricultural estates to be treated as 
earned income; a general reduction in 
capital taxation would, it seems, also 
help the industry. In the case of 
agricultural holdings, the CLA urges 
the introduction of provisions enabling 
effective notices to quit to be served 
at the end of fixed term leases, to- 
gether with the introduction of a 
system of short tenancies. 

Finally, the CLA notes that, with 
the prospect of entry into the European 
Economic Community where farmers 
benefit from subsidized credit, the 
CLA is re-examining its policy on this 
issue and a future paper on the subject 
from the CLA is probable. 


Property Bond 
Investment 


ROPERTY bonds and equity- 

linked life assurance schemes have 
established a considerable popularity 
as a medium of investment in recent 
years. In the course of a memorandum 
of evidence on this subject to the Scott 
Committee set up earlier this year 
(The Accountant, April 15th), three 
major bodies of accountants suggest 
that the desire to invest in such 
schemes is legitimate and must be 
accepted. Risk against commercial 
loss cannot be guaranteed, but there 
should be controls to protect the 
public against undesirable practices. 

The three bodies concerned — the 
English and Scottish Chartered Insti- 
tutes, together with The Association 
of Certified Accountants ~ are evi- 
‘dently of the opinion that existing 
safeguards may not in all respects be 
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adequate. They recommend, for ia- 
stance, that where policy premiums 
are invested in identified funds to 
which maturity and surrender values 
of the policies are linked, those invest- 
ments should be earmarked for the 
participating policy-holders by means 
of a first charge in favour of trustees 
for the policy-holders — notwithstand- 
ing possible tax complications. Unless 
this is done, the accountants consider 
that advertisements and other sales 
literature should make it plain that the 
underlying assets form part of the 
overall funds of the issuing company, 
and that no investor has any legal or 
equitable claim upon specific assets 
except as may be prescribed in the 
policy. 

Other suggestions are that the 
existing powers of the DTT to re- 
strain unfit persons from being asso- 
clated with insurance companies 
should be reconsidered, that ‘door-to- 
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door’ selling methods should be pro- 
hibited, and that clip-out coupons 
should be restricted to requesting 
further information and should not be 
accepted as contractual documents. 
Independent valuations of properties 
held under property bond schemes 
should be -required at least twice 


_yearly, and if substantial withdrawals 


from the fund should force the- sale 
of properties at a loss, that loss should 
fall on those who withdraw and should 
not be allowed to impair the position 
of ccentinuing bond-holders. | 

As further independent precautions, 
the accountants propose that any 
relationship between the fund man- 
agers and other funds should be dis- 
closed, and that the DTI should have 
power to require a special examination 
and report of the affairs of a fund ‘in 
such a way as to avoid the suspicion 
and alarm which direct inspection by 
the Department may evoke’. 


Fewer Calls for Management Consultants 


IR BASIL SMALLPEICE, 

K.C.V.O., B.COM., F.C.A., J.DIP.M.A., 
chairman of the British Institute of 
Management, in a statement cir- 
culated to members last week — 
together with the report of the 
Institute’s Council and statement of 
accounts for the year ended March 
31st, 1971 — refers to a “decline in the 
use of management consultancy’. This 
follows an observation that the BIM 
has always been ready to provide 
services to meet the changing needs 
of management and managers, but 
that during the past year there has 
been a notable and almost sudden 
change in mood in what might be 
termed the ‘management market’. 

Readers of The Accountant may well 
have noticed that there was an up- 
surge of ‘bringing in management 
consultants’ until comparatively re- 
cently. There could be various reasons 
for such a ‘consultancy inflation’, from 
insistence by debenture holders on a 
thorough examination of the use of 
their security by company manage- 
ment, to sheer political motives on the 
part of directors to prove to other 
members of the board that their point 
of view is the correct one. Some 
auditors might complain that a lot of 
the pearls of wisdom being given to 


boards of directors by consultants are 
only the dressing up of their own sound 
past advice, regurgitated and made to 
sound a little different. 

Be that as it may, consultants have 
played an impressive part, and the 
‘accounting’ consultancies — including 
not only those which are offshoots 
of professional practices, but those 
those directors and executives have 
qualified accountants amongst their 
number — have been well worth their 
high-level fees for smoothing out diff- 
culties. It could well be that the decline 
to which Sir Basil refers is in fact due 
to discrimination in clients choosing 
between ‘realistic’ firms of consultants, 
and those that have tried to cash in on 
the obvious need for such services 
without having the multi-disciplined 
staff with which to do it effectively. 
In other words, the efficient firms 
are still getting their share of assign- 
ments, but the mushroom firms are 
passing out of existence. 

So far as the BIM is concerned, Sir 
Basil considers that it will be serving 
a more critical and discriminating 
membership. This is certainly not 
diminishing, as for the year under 
review the number of individual 
members rose by 4,402 to 34,373 as 
at March 31st, 1971. 
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Distinguished Service 


ES Distinguished Service Medal 
of the American Institute of Certi- 
fied Public Accountants for 1971 has 
been awarded to Mr Robert M. 
Trueblood, c.p.a., a Past President of 
the American Institute and a partner 
in the firm of Touche Ross & Co. 
Formal presentation of the medal — 
regarded as the American profession’s 
highest honour — will be made to Mr 
Trueblood at the AICPA annual meet- 
ing in Detroit next month. The citation 
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records that for more than a quarter 
of a century the profession has been 
enriched by his unstinting contribu- 
tions as an author, lecturer, visiting 
professor, governmental consultant 
and executive. ; 

In addition to his terms of office as 
President of the AICPA and the 
Pennsylvania Institute of CPAs, Mr 
Trueblood’s past appointments in- 
clude membership of the Presidential 
Commission on Budget Concepts and 
of the AICPA Accounting Principles 
Board, and as chairman of the Ac- 
countants’ International Study Group. 
In 1967, together with Mr J. R. M. 
Wilson, F.c.A., then President of the 
Canadian Institute, he attended the 
twenty-first annual summer confer- 
ence of The Institute of Chartered 
Accountants in England and Wales 
at Christ Church, Oxford. 


A Wider Role 


PENING the annual conference 
of the Chartered Institute of Secre- 
taries at Birmingham University this 
week, the President, Mr William 
McKenzie, announced that the title of 
the Institute had been changed to 
“The Institute of Chartered Secretaries 
and Administrators’. 
In the course of his presidential 
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address, Mr McKenzie stated: ‘When 
the Institute was founded in 1891, it 
was intended primarily as the pro- 
fessional body for company secre- 
taries. But in recent years, although 
many of our members still work as 
company secretaries, chartered secre- 
taries have also been appointed to other 
top administrative posts. They are 


chief executives and senior adminis- 


tratorsin local government, nationalized 
industry, banking, insurance, building 
societies, education, the hospital ser- 


vice, trade and professional bodies. 


and so on. Whenever there is a need 
for high-level administrative skills, 
then you are likely to find a chartered 
secretary doing the job’. 

-Mr McKenzie also referred to a 
recent Court of Appeal decision 
Panorama Development (Guildford) Ltd 
v. Fidelis Furnishing Fabrics Ltd (The 
Accountant, June 17th) in which it had 
been held that the secretary was now 
an officer of the company with great 
responsibility. 

Widely recognized as the leading 
professional organization within its 
field, The Institute of Chartered Secre- 
taries and Administrators now has 
43,000 members throughout the world. 
Despite the change of name, members 
will continue to use the designation 
‘chartered secretary’ and the designa- 


tory initials F.C.I.S. and A.C.I.S., for ` 


fellows and associates respectively. 


Catering Accounting 


P 1969 the Hotel and Catering 
Economic Development Committee 
produced a standard system of hotel 
accounts and has now published a 
follow-up study in which a system of 
standard catering accounts is designed 
as complementary to the earlier study. 
The study has been prepared by 
Turquand, Youngs and Layton- 
Bennett and is available from HM 
Stationery Office (£1°25). 

The essential requirements of the 
proposed system are that it should 
provide the basis of management 
control, a basis for inter-unit compari- 
sons through the medium of an in- 
dependent centre and, finally, that the 
system would meet the requirements 
of the smaller catering establishment 
but be capable of extension for larger 
units. 

The 


identification of the factors 
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affecting profitability is essential to the 
system and each of the basic functions 
of the catering establishment, i.e., 
food preparation and sales, liquor 
sales and stockholding, is considered 
as a separate activity. In each case all 
the revenue and costs as appropriate 
are brought together. 


The accounting system is based 
‘essentially on the maintenance of a set 
of books of account with particular 
reference to the nominal ledger’, but 
the latter is arranged in such a way as 
to allow ease of extraction of informa- 
tion for periodic profit statements. 
The system envisages the preparation 
monthly of a report of profit trends 
for each activity, and for the business 
as a whole, in the form of operating. 
statements. In addition, the use of the 
basic classification of costs and revenue 
enables the preparation of budgets 
which should be established by refer- 
ence to the levels of activity anticipated 
for varying periods so as to reflect the 
seasonal variations in costs and 
revenue. 


Farm Support Policies 
PRICE support, grants and subsidies 
make Britain’s farmers among the 
most heavily -protected in Europe, 
writes Mr Richard Howarth, lecturer 
in agricultural economics at the 
University College of North Wales, 
in a new Research Monograph, Agri- 
cultural Support in Western Europe 
(Institute of Economic Affairs, 4op). 


Although the absolute cost of agri- 
cultural support in the member coun- 
tries of the European Economic Com- 
munity at {£4,375 million is about ten 
times as high as in Britain, in relation 
to their combined gross national 
products it is only twice as high. ‘The 
burden per head of population is 
around £8 per head in Britain and 
£24 in the EEC, but in relation to the 
numbers engaged in the industry the 
position is reversed. 

Accordingly, the British agricul- 
turist receives over {556 from his 
fellow citizens compared with {£393 
in the EEC. This is because the 
number of farmers in Britain is only 
about one-tenth of the number in the 


EEC. 


Whereas in both Britain and Europe 
agricultural support policies are ex- 
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tremely expensive, in the EEC farmers 
make up some 15 per cent of the com- 
munity and represent a powerful 
voting force. This is hardly the case 
in Britain where there are barely 30 
Parliamentary seats in which the 
agricultural vote is significant. 


Planning and Control 
for Management 


NEW course, based largely on case 
studies, will tackle some of the 
fundamentals of planning and control 
for business management at the Royal 
Bath Hotel, Bournemouth, between 
October 15th and (äh It has been 
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Institute of Chartered Accountants in 
England and. Wales in collaboration 
with the Oxford Centre for Manage- 
ment Studies, and is aimed at those 
who have several years’ experience of 
industry and its problems.. 

The first two days of the course will 
be largely devoted to discussing cor- 
porate planning and the problems of 
corporate control. The first case study 
deals with this in detail and examines 
certain ratios developed for corporate 
control. Other vital problems of con- 
trol will be examined, such as inter- 
company pricing and the economic 
background: to corporate planning. 
Contemporary approaches to the pro- 
vision of management information, 
recent developments in management 
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information and control systems, thi 
effects of such systems on organiza 
tions, and the managerial implication: 
for those responsible will be considerec 
in detail. 

At a time when profits are con 
tinually threatened by changing econo. 
mic trends and the deteriorating 
situation in world markets, efficien' 
planning and control has become 
increasingly vital for the survival o 
modern business enterprises. Thi: 
course will attempt to cover all the 
various facets of the subject, with the 
active participation of those who are 
actually involved with the problems 


of corporate planning and control and 


the provision of information to man- 
agement. 


prepared by a working party of The 





THIS IS MY LIFE 


Making it Stick 


by An Industrious Accountant 


NE of the most useful tools of modern management is 

the chart-board. We have used it more and more over 
the years and its virtues have manifested themselves far 
beyond expectations. 

I well remember how it started. We were, of course, 
accustomed to all sorts of meetings—argumentative, careful, 
emotional, groping, or dry-as-dust factual; but they had 
one feature in common — they were eminently forgettable. 
A week later, half of what was said was forgotten and the 
other half distorted. Words writ on water, said the sage, 
and he was right. 


True, we tried having a typist to take minutes, but she’ 


couldn’t cope with the interruptions; and we tried tape- 
recorders, but transcription was a nightmare. The playback 
of a long record of controversy shows up the human race 
at its worst. 

Then, in a sales presentation, ‘Scotty brought in the 
front entrance display-board showing the departmental 
layout. Next day Prinny introduced his small staff notice- 
board because it contained some special lists of names, and 
the following week the deputy-chairman furnished blue- 
prints of the new wing floor by floor. He very clumsily 
stuck them on the wall with sticky tape, at which his col- 
leagues sniffed rather audibly, while the Chairman muttered 
something about spoiling the decoration, so next time he 
borrowed the architect's big drawing-board. 


Now all our offices have reaped the benefit. Gone are 
the days when a speaker addressed a cluster of listeners 
whose heads were bent and whose hands were fumbling 
with typescripts. ‘It’s shown in the third paragraph or 
page 2’,-he’d insist, but a plaintive voice would still ask 
where was the provision for obsolescent stock. 

Nowadays the sales manager turns over an initial blank 
white sheet (Scotty is smart; he likes to keep his lights 
under bushels until he needs them), and all eyes focus on 


_ the multi-coloured chart which is revealed beneath. He 


taps a pale-blue segment with his rod, like Moses producing 
water from the rock, and the eyes follow obediently. This 
shows the gross profit up by 7 per cent, he says, and his 
audience absorb the fact simultaneously, instead of hali 
of them missing the point because they’re peeping at the 
final paragraph. 

When Prinny talks he shows the company family tree: 
and when a rotation is proposed a green arrow is marked: 
we usually end up with an impenetrable jungle. The 
managing director, when addressing us, starts with a tabula- 
tion marked ‘Problems’, follows with ‘Relevant data’, anc 


goes on to “Alternative solutions A and/or B and/or ? d 


A listener suggesting another solution is promptly tolc 
by the MD to write it down on the sheet. We end up with 
sheaves of scrawled papers, with supporting initials. 
votes in favour, possible cost, and so on, all clearly marked. 
They're turned over and back as the discussion develops 
and woe betide the clot who suddenly recommends =< 
course which has already been rejected on page 4. The ML 
transfixes him with an icy stare and he subsides, purple ir 
the face. If the meeting is adjourned we commence the 
next time with a rapid checkback of the previous evidence 

Lately, however, our maintenance engineer has upstagec 
everybody. He’s fixed magnetic strips under his wallpape: 
and attaches his charts with tiny metal knobs, wearing the 
while an annoying expression of smug professiona 
superiority. 
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Qualifications in Audit Reports 
What is ‘A True and Fair View’? 


by RODERICK CAIE, C.A. 


The object of auditing the accounts of an incorporated company is to report to the 
shareholders in the form laid down by statute. It is essential, therefore, that the form and 
content of the audit report should be in the forefront of the mind of each person 
concerned with the review of audit work carried out. The audit report is at the heart of 


the audit. 


There is naturally a Seegen to introduce qualifications, and the auditor may have a 
feeling of not having done his job properly, or of dodging his responsibilities, if he 
cannot give a ‘clean’ report. There is also the danger that an auditor who has once 
committed himself to a qualification may feel inclined to modify his report in other 

instances where a more carefully considered approach would render this unnecessary. 
He may be concerned about future relationships with the client once a report has been 


OQ an audit report is not something to 
be avoided at all costs (not forgetting that these may 
include the loss of the client) nor to be dodged at the expense 
of risk-taking. The circumstances giving rise to a quali- 
fication may have been generated by a breakdown in firm/ 
client relationships, or in the failure of partners or staff 
— at all levels — to take a wider look at the client’s business 
or organization or accounting systems. Regular communi- 
cation and ‘pre-audit’ contact with the client may prevent 
the situation arising in the first place. 


As far as the practice of qualifying or limiting audit . 


reports is concerned, several factors are now evident. 


Accounting makes news 


Over the last decade a new concern over professional 
indemnity insurance -has arisen and accountancy journals 
regularly carry articles on the subject. Sir Ronald Leach, 
C.B.E., F.C.A., a Past-President of the English Institute, 
stated in his address to the 1970 annual meeting that 
‘urgent advice was needed’ on the subject. 

Sir Ronald and other leaders of the profession have also 
referred to the growth in the number of investors; to the 
fact that accounting now makes news; to a sophisticated 
financial press and greater press coverage; to the era of 
take-over bids; and to increased government interest and 
interference in commerce and industry. This sudden 
upsurge of interest in accounts, accounting and account- 
ancy has caused our profession to tighten the reins and to 
come to grips with the problems facing accountants in the 
1970s. The flood of statements of intent and official pro- 
nouncements from our leaders does, however, leave us 
open to the charge that until comparatively recently we 
were rather out of date and behind the times in our 
approach and practices. 

Since the auditor’s report is at the core of his duties, 
these pressures ought to drive him to examine carefully 


+ The Accountant, May 7th, 14th and 21st, 1970, and April 1st, 1971. 


qualified. 


what precisely he is saying or not saying to the share- 
holders. 


Audit procedures 


Those factors which might well result in the issue of a 
qualified audit report will possibly not come to light unless 
those responsible for each stage of the audit do their work 
thoroughly. Somewhere along the line, someone puts down 
in writing certain facts, feelings or fancies which will 
eventually be resolved into more lucid and concise notes 
on a particular aspect of the audit. 

It must be stressed that at each level within a firm there 
is the danger of assuming that the next person in the line, 
whether senior or manager or partner, will be responsible 
for noting and assessing the significance of any unusual or 
unsatisfactory aspect of the audit or accounts. Procedures 
will, of course, vary from firm to firm, but each audit file 
should contain any such notes in their final form, completed 
and reviewed ready for consideration by the partner 
concerned, and should be clearly cross-referenced to any 
supporting schedules in the file. 


Basic concepts of qualification 


Section 14 of the Companies Act 1967 requires auditors to 
state expressly: 


(1) Whether in their opinion the accounts give a true and 
fair view. 

(2) Whether in their opinion the accounts have been properly 
prepared in accordance with the provisions of the Com- 
panies Acts 1948 and 1967. (If unable to report in the 


affirmative, then the auditors must say so.) ` 
(3) If proper books of account have not been kept by the 
company. ' 


(4) If proper returns adequate for their audit have not been 
received from branches not visited by them,,/; ` 

(5) If the accounts are not in agreement with the Jonke: and 
returns (except in the case of a consolidated profit and 
_ loss account). ve 
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(6) If they have not obtained all the information and ex- 
planations, which to the best of their knowledge and belief, 
were necessary for the purposes of their audit. 

In addition the auditor must include in his report any 
particulars required under certain sections of the Acts if 
the accounts themselves do not show them. 

So the auditor, having slogged up a mountain of flow 
charting, random sampling and audit checking, looks 
round for his true and fair view. The title of a recent 
article by Professor T. Gambling in Accountancy entitled 
“True and fair view — fact or fiction?’ — reminds us that the 
view is often limited or distorted by the viewer, or by the 
angle of viewing, or by the conditions prevailing. It is 
interesting to note that the Joint Stock Companies Act 
1844 incorporated ‘full and fair view’; an Act of 1856 
modified this to ‘true and correct view’; and in 1887 a 
learned judge spoke of a ‘true and accurate view’. Does the 
term ‘true and fair view’ represent progress? 

In assessing the view, it is not sufficient to arrive at a 
negative conclusion that the accounts presented do not 
mislead the shareholders and could not be said not to give 
a true and fair view. Any shadow of doubt must be given 
due consideration. The auditor should consider the view 
having regard to the nature of the trade carried on, to the 
general state of that trade or industry, to other companies 
engaged in similar activities and even to the state of the 
economy. Perhaps he should ask himself two questions: 

(1) Is the information in the accounts shown in a true and 
fair manner? and . 

(2) Can the accounts reasonably be said to show a true and 
fair view? 

Secondly, accounts may have been ‘properly prepared in 
accordance with the Companies Acts’ when they comply 
with the requirements of the Acts, but there may be subtle 
differences lurking beneath the surface. 

Thirdly, what are ‘proper books of account’? Consider, 
for example, the inadequate or non-existent plant register 
as well as the books of account. A future Act may revise 
the wording to ‘accounting records’. In this connection, 
what of the smaller company whose basic records may be 
adequate, but where the ledgers do not contain much 
information regarding assets and liabilities? 

A few further basic matters concerning a qualified 
report are these: . 

(1) Thereis no standard form of qualification. Each audit report 

must be tailor-made for a given set of circumstances. 

(2) Any intended qualification should be discussed with the 
company’s directors. Sometimes differences may be 
resolved, further information or explanations received, 
or the accounts may be altered. 


(3) The auditor should clearly identify in his own mind the ` 


section(s) of the Acts with which he is concerned. 

(4) The report should be unambiguous and should clearly 
indicate, first, which particular item or items in the 
accounts are being dealt with in the qualification, and 
secondly what effect the matters referred to have on the 
accounts. 

(e) The length of the report is not of prime importance, 
although it is generally agreed that the basic report 
under the 1967 Act is an improvement on that required 
by the 1948 Act. ) 

(6) The. question of materiality should be kept in mind. 
Basically, no qualification is necessary if the specific 
matters on which the auditors have reservations, or 
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differences with the directors, are not material in relation 
to the accounts as a whole. The materiality of an item must 
be studied in the light of: 

(a) its effect on the trend of the profit; 

(b) its effect on a particular item in the accounts; 

(c) its effect on the profit for the current year; 

(d) its effect on the profit for the next year. 

(7) The practice of adding notes to the accounts has mush- 
roomed sir.ce the 1967 Act. Their object is to provide 
additional mformation, and not to remedy a defect in the 
accounts. "he accounts must show a true and fair view; 
and if a note modifies this view, then the report must 
be restricted accordingly and reference made to the note. 


The auditor's dilemma 


It is now time to turn from some of these basic points, and 
to deal a little more fully with some of the problems an 
auditor may face when drafting his report. The four avenues 
open to the auditor are an unqualified or ‘clean’ report; 
a qualified report affirming a true and fair view but with 
some reservation (e.g. ‘with the exception of .. Ji: a 
negative report; or a negative assurance (a questionable 
approach). 


The tncoming auditor 


The auditor sometimes faces a peculiar situation when 
preparing his first report on the accounts of a client taken 
over from another auditor. The auditors’ report on the 
Bonochord Ltd accounts at March 31st, 1969, reads: 
‘We have examined the annexed balance sheet. ... We were 
appointed auditors subsequent to the adoption of the 1968 
accounts, and it has not been practicable for us to re-examine 
these. As indicated in notes 1, 5, 7 and 10, certain items 
relating to the previous year were not dealt with in the 
relevant accounts and are now dealt with in these accounts. 
It is not possible for us to confirm that all items relating to 
prior years have been taken into account in arriving at these 
adjustments and accordingly we are unable to express an 
opinion as to whether the consolidated profit and loss account 
gives a true and fair view of the results of the year. In our 
opinion the balance sheet and consolidated balance sheet 
comply with the Companies Acts 1948 and 1967 and give a 
_ true and fair view. .. ? 


Group auditor 


It is usual nowadays to state if certain subsidiaries have 
been audited by another firm. This does not constitute a 
qualification. Usually, however, no indication is given 
of the size, or relative size, of the part of the group referred 
to. Qualifications by other auditors in reports on sub- 
sidiaries’ accounts have to be given consideration. 

The group avditor cannot evade his responsibility in 
signing the group report. He must take reasonable steps 
to ensure that each set of accounts incorporated in the 
group accounts presents a true and fair view. What are 
these ‘reasonable steps’? 


Variations in accounting principles 

Any change in the basis of accounting introduced by a 
company must surely require a qualified report. If accounts 
have been prepared on different principles for two years, 
they cannot both present a ‘true and fair’ view. Examples 
have arisen in recent years of: 


(a) An alteration to policy on the allocation of research and 


a 
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development expenditure, materially increasing profit. 
(b) Forecast profits becoming a reported loss after a take- 
over, due to differences in stock valuations and pro- 
visions. 
(c) A change in basis of depreciation, increasing profits by 
over £500,000. 


A reviewer of the Honeywell Inc. accounts at December 
31st, 1969, states: 

‘It is far more important that company accounts should be 
presented promptly, accurately and simply than they should 
be presented in intricate detail but on ill-defined bases and 
late. The current almost parrot-like demand for more in- 
formation in British company accounts does not acknowledge 
the real need, which is for more accurate information based on 
commonly accepted accounting principles.’ 


The auditor and the time-lag 


The auditor is, of course, aware of the time-lag between the 
accounting date and the audit date. He must also watch 
for developments between the accounting date and the date 
of his report. A lot has been said recently about hindsight. 


Internal control systems 

In cases where the auditor is of the opinion that the 
internal control system of an organization is inadequate he 
must decide whether the deficiencies are sufficiently 
material to lead him to qualify. 


Presentation of consolidated accounts 

The accounts of Astra Securities Ltd at April 30th, 1970, 
present an interesting problem. In this case the accounts 
included a consolidated profit and loss account but no 


consolidated balance sheet. Neither the directors nor the. 


auditors made any specific comment. 


Taxation matters 


Instances will no doubt arise where it will be necessary to 
consider possible tax liabilities on capital gains which might 
arise on the sale of assets at balance sheet figures. 

Where, as in the case of the accounts of Wingate Securi- 
ties Ltd at April 5th, 1970, the auditors are of opinion that 
there is an underprovision for taxation, is it sufficient to 
say that, subject to this point, the accounts show a true 
and fair view? 


Definition of profit 

This is really the heart of the matter. How should the 
problem transactions be included in the accounts? A few 
headings for consideration are these: 


(a) Use of terms ‘provision’ and ‘reserye’. 

(b) Prior year items.? 

(c) Writing-down intangible assets. 

(d) Change in basis of depreciation. 

(e) Losses on fixed assets and other trading investments. 
(f) Exceptional items.? 

(g) Excess provisions written back. 

(A) Tax adjustments. 

(z) Profit on long-term fixed-price contracts. 


Even with provisos included in the reports, I do not see 
how all the variations in presentation of the above can give 


* See, for instance, the ASSCs latest exposure draft, ‘Extraordinary 
Items and Prior Year Adjustments’ (ED 5), The Accountant, August 26th. 
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auditors grounds for affirming a true and fair view. Indeed, 
after just a little consideration of some published accounts, 
1 ask myself whether any accounts prepared on a historical 
basis can present a true and fair view. 


Smaller compantes 


Do the same principles apply when the auditor of the small 
family company is preparing his audit report? This is a 
subject in itself, which bristles with points of interest and 
conflicts of opinion, and was examined in detail by Mr 
K. J. Sharp, T.D., M.A., F.C.A., in his paper to last year’s 
Oxford Summer Conference of the English Institute 
(‘Smaller Audits — Bigger Problems?’, The Accountant, 
July 16th and 23rd, 1970). Should future legislation bring 
in two standards of reporting, one for public companies 
and one for small companies? Are the auditors’ duties less 
onerous with the small business? 


Developments in accounting standards 


A statement made by Chalmers, Impey & Co after Price 
Waterhouse & Co’s interim report on Pergamon included 
the passage: ‘Often there is more than one recognized 
accountancy method of treatment and we are aware that, 
in instances, Price Waterhouse & Co have thought it 
right to take a different view from that which we held and 
continue to hold’. 

This firmly emphasizes the need for full and frank 
disclosures of the assumptions and bases used in measuring 
profits. The more the profession is aware of differences in 
treatment which give rise to materially different results, 
the more certain it becomes that an auditor should declare 
the basis adopted and qualify his report if the basis he 
considers the right one is not applied. 

The English Institute has been providing ‘Recommen- 
dations on Accounting Principles’ since 1942, the object 
being, first, to improve the presentation of published 
accounts, and secondly to eliminate areas of difference and 
variety in accounting practice. The success of these 
recommendations is clearly portrayed in the results of the 
two publications issued by The Institute of Chartered 
Accountants in England and Wales entitled Survey of 
Published Accounts.” Astonishing variations were revealed 
in the treatment of depreciation, taxation and other items. 

These Recommendations are not mandatory, but the 
profession seems to indulge in the ethereal hope that some- 
how or other these guides will one day evolve into estab- 
lished practices by usage. Who knows what the next 
Companies Act will do about this? We are all aware that the 
principles propounded by the Accounting Principles 
Board of the AICPA are binding on its members and failure 
to observe them requires qualification. But do such pro- 
cedures stultify the development of accounting theory 
and deaden enthusiasm for research? 

However, all is not lost and things are moving in the 
accountancy world. ‘The English Institute issued late in 1969 
its ‘Statement of Intent on Accountancy Standards in the 
1970s’. Comments were made on this pronouncement in 
the Council’s 1970 report as follows: 

“The Council... will... in consultation ... take steps to: 

Intensify its efforts to narrow the areas of difference and 


3 The Accountant, April 30th, 1970, and February 4th, 1971. 
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-variety in accounting practice by publishing authoritative 
. statements on the best accounting practice which will, 
: Where possible, be definitive. 

‘Implement recommendations that disclosure should be 
made of the accounting bases used where significant items in 
company accounts depend substantially on judgments of 
value. 

‘Implement further recommendations that departures from 
the Institute’s definitive standards should be disclosed in 
company accounts or in notes to the accounts. 

‘Recommend that if such disclosures are not made there 
should be appropriate reference in the auditors’ report.’ 


Another example of the trend is seen in the theme of the 
1970 summer school of The Institute of Chartered Ac- 
countants of Scotland which was — ‘The direction and 
management of corporate bodies and the disclosures which 
the directors should make in published accounts and 
forecasts’. ‘The 1970 Cambridge summer conference of the 
English Institute had as its theme — “What is profit?’ 

The Investment Analyst gets to the point in a review of 
Professor Edward Stamp’s book — Accountancy Principles 
and the City Code. It expresses the hope ‘that Professor 
Stamp will provide more particularized critical work on 
current practice, and that such departments [1.e., account- 
ancy departments in universities] will generate more fully 
worked out constructive proposals for changes of 
practice’. 

The profession seems to have a long way to go, and I 
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believe that, until it arrives at more generally accepted 
accounting standards and principles, there should be 
‘many more restricted and limited reports appearing. 

The American form of audit report states that the 
examination is carried out “in accordance with generally 
accepted accounting standards’ and that the results are ‘in 
conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding 
year. When UE. auditors can make similar statements on 
the basis of accepted accounting principles which are less 
flexible and less contentious than they are now, then I 
think the life of the accountant and the auditor will be 
easier. 


Conclusions 


All those involved in the practice of auditing, and especially 
those interested in its finer points, must give more careful 
thought to the whole question of the principles relating 
to the auditors’ report and the form and manner in which 
it is expressed. It is probable that, in the present state of 
turbulence in the accounting world, many more reports 
should be modified or qualified. 

Unless the profession takes the initiative now, auditors 
will be left in the backwash of the substantial changes 
taking place im accounting standards and principles, 
struggling to bring their reporting techniques into line 
with these advances. 


Alteration of Share Rights 


Capital Gains Tax Problem 
by G. R. BRETTEN, M.A., LL.B. 


INCE a share in a company essentially consists of the 

rights and liabilities set out in the memorandum and 
articles of association of the company, which are given 
contractual force by what is now section 20 of the Com- 
panies Act 1948 (per Farwell, J, in Borland’s Trustee v. 
Steel Brothers & Co Lid, [190r] 1 Ch. 279, at page 288), 
and since those rights and liabilities may, subject to certair 
safeguards, be freely altered (Companies Act 1948, sections 
10, 23 and 72, and Article 4 of Table A) it follows that the 
value of a share may be readily affected by the voluntary 
act of the members of the company. More particularly, by 
varying the rights and liabilities incident to any one_class 
of shares, the value of another class may be either enhanced 
or diminished. 

These possibilities have not been overlooked by those 
concerned with tax planning, and alteration of rights so as 
to transfer value from one class of shares to another is a 
common feature of schemes designed to avoid stamp duty 
or estate duty. In assessing the advantages of such schemes 
at the present time, however, consideration has to be given 
to the possible impact of capital gains tax. l 


The charge to capital gains tax imposed by section 19 of 
the Finance Act 1965 arises on a disposal of assets, and 
section 22 (1) provides that all forms of property, whether 
situated in the UK or not, shall be ‘assets’ for this purpose. 
Section 22 (2) (a) then enacts that reference to a ‘disposal’ 
of an asset includes a part disposal. 


Provisions 


The terms of section 22 are expressly made applicable 
to alteration of share rights by paragraph 15 (2) of Schedule 
7 to the Finance Act 1965, which provides: 


‘If a person having control of a company exercises his 
control so that value passes out of shares in the company 
owned by him or by a person with whom he is connected, 
or out of rights over the company exercisable by him or by 
a person with whom he is connected, and passes into other 
shares in or rights over the company, that shall be a disposal 
of the shares or rights out of which the value passes by the 
person by whom they were owned or exercisable.’ 


The scope of paragraph 15 (2), and its consequent 
significance in connection with tax saving schemes involving 
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alteration of share rights, depend upon determination of the 
circumstances in which the Court will find that the basic 
conditions for its operation are present. It is as yet far from 
clear precisely what is required. 


Control 


Section 45 (1) of the Finance Act 1965 applies for the 
purposes of capital gains tax the definition of ‘control’ 
which now appears in section 302-(2) of the Income and 
Corporation Taxes Act 1970. A person is, therefore, to be 
taken to have ‘control’ of a company for the purposes of 
paragraph 15 (2) of Schedule 7 to the Finance Act 1965: 
‘(a) if he exercises, or is able to exercise or is entitled to ac- 
quire, control, whether direct or indirect, over the com- 
pany’s attairs, and in particular, but without prejudice 
to the generality of the preceding work, if he possesses, or 
is entitled to acquire, the greater part of the share capital 
or voting power in the company; or 
(b) if he possesses, or is entitled to acquire, either: 
(i) the greater part of the issued share capital of the 
company; or 
(ii) such part of that capital as would, if the whole of the 
income were in fact distributed to the members, 
entitle him to receive the greater part of the amount 
so distributed; or 
(iti) such redeemable share capital as would entitle him 
to receive on its redemption the greater part of the 
assets which, in the event of a winding-up, would be 
available for distribution among members; or 
(c) if in the event of a winding-up he would be entitled to the 
greater part of the assets available for distribution among 
members.’ 


Exercise of control 


Paragraph 15 (2) of Schedule 7 to the Finance Act 1965 will 
not apply, however, merely by reason of the fact that it is 
established that a person has ‘control’ of a company as 
statutorily defined. The provision applies only where such 
person ‘exercises’ that control. The obvious instance of the 
exercise of control in this context is where a person holding 
a majority of votes in a company casts those votes in support 
of a resolution altering the rights attached to shares owned 
by him in such manner that the value of another class of 
shares is increased. 

The question arises whether such a person would equally 
be treated as ‘exercising’ his control, were he to refrain 
from voting and simply permit those. shareholders who stood 
to benefit from the alteration to pass the resolution. Does 
the concept of exercise of control comprehend passive as 
well as active conduct? The legislation is silent and there is 
no decision on the point. The Courts might incline to a 
narrow construction on the ground that if Parliament had 
intended to include deliberate inaction it could easily have 
so provided; but the possibility of a contrary view being 
taken certainly should not be discounted. 


Two or more persons 


A further difficulty of construction which arises in connec- 
tion with paragraph 15 (2) is whether, in accordance with 
the general rule enacted by section 1 (1) of the Interpreta- 
‘tion Act 1889 that words i in the singular shall include the 
plural, the word ‘person’ in that paragraph should be 
construed as including ‘persons’, so that the concerted 
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exercise of control by two or more persons would satisfy 
the conditions for the operation of the provision. 

In support of this view it may be noted that section 
302 (3) of the Income and Corporation Taxes Act 1970, 
supplementing the definition in section 302 (2) of ‘control’ 
for the purposes of the close companies provisions, which 
definition is adopted for the purposes of paragraph re (2) 
of Schedule 7 to the Finance Act 1965, provides that where 
two or more persons together satisfy any of the conditions 
in section 302 (2) they shall be taken to have control of the 
company. This gloss on the meaning of ‘control’ is not, 
however, adopted in terms for the purposes of capital gains 
tax. Again, it is suggested that the Courts would lean 
against giving paragraph 15 (2) an unnecessarily extended 
construction, and that the provision will apply only where 
control rests in, and is exercised by, one person. 


Shares and persons affected 


In order for paragraph 15 (2) to.apply, the shares out of 


which the value passes must be owned by either (1) the 
person having and exercising control of the company, or 
(2) a person with whom he is connected. Whether or not 
one person is ‘connected’ with another for this purpose 
falls to be determined in accordance with paragraph 21 of 
Schedule 7 to the Finance Act 1965. 

‘A consequence of the inclusion of shares owned by a 
connected person is to create a situation in which the 
actions of one person can expose another person to liability . 
to tax. The shares to which the value passes are described 
simply as ‘other shares in the company’. The paragraph 
will apply, therefore, even though some of those shares are 
owned by the person owning the shares from which the 
value passes. 


Extent of tax liability 


Paragraph 15 requires that the shares out of which the value 
passes shall be treated as notionally disposed of (with a 
corresponding acquisition) by the person by whom they 
were owned, whether or not he receives any consideration 
for the alteration of rights. Further, where it appears that 
such person could have obtained some consideration for the 
alteration, or consideration in excess of that actually 
received, the transaction is to be treated as not being at 
arm’s length, with the effect that capital gains tax will be 
computed on a market value basis. 

A final problem which requires statutory clarification is 
the relationship between paragraph 15 (2) and the re- 
organization of share capital provisions which appear as 
paragraphs 4 and 5 of Schedule 7 to the Finance Act 1965. 

Paragraph 4 (2) provides that, subject to sub-paragraphs 
(3) to (7), a reorganization of a company’s share capital 
shall not be treated as involving any disposal of the original 
shares; and by paragraph 4 (1) (a) it is enacted that refer- 
ences to a reorganization of a company’s share capital 
include ‘any case where there are more than one class of 
shares ard the rights attached to shares of any class are 
altered’. If effect is to be given to paragraph 15 (2), it 
necessarily qualifies the general rule enacted by paragraph 
4 (2) that reorganization does not involve any disposal; the- 
legislation should be appropriately amended to take account 
of this. 
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Watchdogs Meet in Canada 


by RENNY ENGLEBERT, C.A.(Hon.) Canada 


Sao ene this month Canada played host to the 
auditors and comptrollers-general of 87 countries, 
though not that of the UK. The occasion was the Seventh 
International Congress of Supreme Audit Institutions held 
in Montreal from September 8th to 16th and attended by 
more than 250 delegates and their ladies. 

The nine-day congress, which included visits to Ottawa 
and Quebec City, was filled with technical discussions, 
_ official receptions and social gatherings at which there was 
full opportunity to exchange information and opinion on 
many aspects of government auditing, financial control and 
related subjects. 

The need for such exchange and for a growing body of 
_ literature increases as the world grows smaller and inter- 
national trade expands. In one way or another account- 
ability in government touches the life of every citizen and 
meetings of this kind are growing in importance. Not only 
do they assist in the development of those countries where 
industrialization is still in its infancy but they also open up 
a world forum of ideas and experience for the industrialized 
nations. 

The series of international congresses was conceived in 
1953 when auditors-general from all parts of the world were 
invited by the Audit Office of Cuba to a conference in 
Havana. This first congress was followed at three-yearly 
intervals by meetings in Brussels, Rio de Janeiro, Vienna, 
Jerusalem and Tokyo. 

In 1962 the organization marked a turning point in its 
history when the Austrian Court of Audit accepted full 
responsibility for maintaining a permanent secretariat in 
Vienna. The International Organization of Supreme Audit 
Institutions was officially acknowledged by the United 
Nations as a forum through which auditors-general might 
develop a common body of knowledge and participation 
in the organization is open to those countries that are 
members of the UN or the specialized agencies. 


Exchanging ideas and information 


Against this background a new dimension has been added, 
namely, the commissioning and publishing by INTOSAI, 
on a trial basis, of a new publication — International Journal 
of “Government Auditing — which was presented to the 
delegates at the first plenary session. Produced in Canada 
and sponsored by that country, the United States and 
Venezuela, the objective of the journal is to exchange ideas 
and information on government auditing techniques and 
procedures. Printed in a trilingual edition (English, French 
and Spanish), this marks the first time that any journal in 
this field has been attempted on an international basis and 
the proposal is to publish four times a year. It seems to the 


writer that this 1s one of the most useful pieces of work 
that has been done to bring together the international 
accounting and zuditing community. 


Opening session 

Mr A. Maxwel. Henderson, F.c.a., Auditor-General of 
Canada and President of the Congress, presided when the 
congress was ofiicially opened by the Governor-General’ 
of Canada. His Excellency said in part that there was need 
in democracy for a thorough audit of public accounts and 
for an independent audit body. He felt that the deliberations 
of the congress would help to emphasize the importance of 
independent rev-ew of fiscal expenditures and result in an 
exchange of ideas and experiences which would be of value 
to all concerned. A warm. welcome was also extended to 
delegates by the Mayor of Montreal and Dr Victor. 
Goldbloom, Minister of the Environment, on behalf of 
the Government of Quebec. A brief message was read by 
Mr C. U. Narasimham, Under-Secretary of the UN and 
Chef de Cabinet, on behalf of U Thant, Secretary-General 
of the United Nations. 

Mr Henderson prefaced his remarks with greetings in 
four languages — French, Spanish, German and Japanese— 
and paid tribute to the authors of 143 papers from some 40 
countries who had shown a high degree of expertise in the 
content of their material. In the course of his address he 
said that internetional co-operation must always be based 
on effective communication, compatibility and under- 
standing, one country with another. He believed that 
through the medium of the International Organization of 
Supreme Audit Institutions a tremendous contribution 
can be made to this cause — language barriers notwith- 
standing —in terms of exchanging ideas on methods, pro- 
cedures and practices and that by so doing the organization 
can play its own special part in world peace and under- 
standing. It was encouraging, he said, to note that 87 
nations from all parts of the world were participating in 
the congress, making it the largest ever held by INTOSAI 
since its first convention in 1953. 

Later, at the first plenary session at which reports were 
received from Mr T. Yamazaki, Chairman of the Governing 
Board, and Dr Jorg Kandutsch, Head of the International 
Secretariat, Mr Henderson spoke of the major challenges 
facing INTOSAI. ‘As a result of the mounting size of 
government spending and the logical concern of the tax- 
payers to make sure that they are getting value for their 
money the activ-ties of the State auditor in discharging his 
duties to the legislatures become even greater. Society was 
becoming more and more complex and the need to improve 
the profession’s <raining methods ever more vital.’ 
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The papers presented at the technical sessions were 
divided into four groups: Audit staff personnel — selection 
and training; Electronic data processing and its use in 
public financial control; Management or operational 
auditing — an extension of the scope of the work of Supreme 
Audit Institutions; Implementation of recommendations 
made by the Supreme Audit Institution; and a summary 
follows of the papers in each group. 


Audit staff personnel — selection and training 


The first session considered the recruitment and training 
of personnel. Brigadier-General E. P. Oscar Vargas P, 
Comptroller-General of Peru, was the rapporteur and 
stated that in any branch of public administration the 
selection and training of employees are vital but such 
programmes are even more important in Supreme Audit 
Institutions where employees must perform very complex 
duties and assume great responsibility. He said that the 
majority of countries giving papers indicated that there is a 
growing emphasis on the need for more professional pre- 
paration for entrance into the service and for new concepts 
in training. 

Brigadier Vargas presented a number of recommenda- 
tions which he felt would up-grade the personnel. Minimum 
educational requirement should be a university degree and 
the qualifications of candidates should be evaluated by a 
written or verbal examination of their professional knowl- 
edge. In the case of personnel where recruitment is the 
responsibility of another public agency, the Supreme Audit 
Institution should maintain the independence necessary 
to permit approval or rejection of the candidate proposed 
or, if this is not possible, should accept him temporarily 
for a trial period. 

Brigadier Vargas referred to an interesting contribution 
from one paper regarding the importance of the use of the 
chartered accountant or certified public accountant. In 
Court cases resulting from defalcation or special investi- 
gation the prosecution could be at a distinct disadvantage 
if the officer in the witness box did not have that quali- 
fication when the defence could produce a chartered 
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accountant so qualified. This brings out the need to main- 
tain a well qualified group of auditors to match those of 
similar qualification in the private sector. 

In the field of government auditing and accounting there 
is a great need to define and make known basic principles 
which should be observed in addition to the generally 
accepted principles in the private sector. To this end 
INTOSAI should serve as an organism for unification of 
criteria relating to governmental auditing and accounting 
by means of the establishment of standards which ensure 
uniform concepts among the Supreme Audit Institutions 
as well as among international organizations and advisors. 


Electronic data processing — its use 
in public financial control 


The international rapporteur Mr Lars Lindmark, Auditor- 
General of Sweden, said that while the degree of record 
keeping carried out by electronic data processing varies 
considerably from one country to another, the consensus 
from the countries that presented papers was that there 
should be still further reliance on computers in govern- 
ment administration. At present many of the applications 
fall into the fields of official statistics, budgeting and 
accounting, supply, transport, personnel administration, 
internal revenue, social welfare, the educational and 
judicial systems, supply and demand on the labour market 
and registration of vehicles. 

Mr Lindmark traced the history of EDP over the past 
20 years and pointed out that the rapid development of 
machines had, unfortunately, not been accompanied by an 

equal advancement of systems design. Nor had the 

organizational consequences imposed by the technology 
been resolved. The main difficulty in the creation of large 
EDP systems is insufficient planning and analysing cap- 
ability of systems’ designers (caused by lack of education) 
and the inadequate guidance and control exercised on 
EDP projects by management. 

A general characteristic of the past decades was the 
routine processing of large quantities of comparatively 
simple information. In the 1970s EDP will be integrated 
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into administrative work which implies a radical change in 
the conditions of systems design. In such an environment 
some conventional audit problems will take on a different 
form and new ones will develop. For example, questions 
of privacy and authorization will be a matter of deep 
concern and continuous control will be an important task 
to ensure that all transactions are entered into the accounts. 
As applications become more integrated there will be fewer 
intermediate print-outs and auditors will have greater need 
to acquire a real understanding of the system and its basic 
technology. 

The stage of an EDP project when audit involvement 
should begin must be chosen with respect to the complexity 
of the system. In the development of a simple magnetic 
tape orientated system it may be possible to specify audit 
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Mr Lars Lindmark, Auditor-General of Sweden, addressing the session 
on electronic data processing. 





demands as late as the systems design stage without causing 
significant increases in cost. In the development of more 
advanced systems, involving complex hierarchies of 
manual routines and machine programs, perhaps even 
specially designed hardware, as is the case with some real- 
time systems, it is risky not to participate in the feasibility 
study. The general tendency among Supreme Audit 
Institutions is to come in at a very early stage of the project. 

EDP training should enable the auditor to appreciate 
the options that are open to him so that he can tailor the 
audit to the particular system with which he is concerned. 

When reviewing an EDP system mainly for purposes of 
financial auditing, special attention should be given to the 
following: 


that the procedures for handling input and output data 
are satisfactory ; 


that logical checks and checks of reconciliation are 
systematically used to control the entire data flow; 


that some audit trail is preserved; 
that the system is properly documented; 


that the system is operated in accordance with pertinent 
rules and regulations concerning the separation of 
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duties, use of modified programs and safekeeping of 
files containing programs and data. This inquiry might 
have to be repeated regularly. 


Extension of the scope of the work 

of Supreme Audit Institutions 

The Hon. Elmer B. Staats, Comptroller-General of the US, 
presented a most interesting contribution to one of the 
newer areas of the auditor’s work. He pointed out that the 
responsibility of the external government auditor should 
embrace three aspects of management accountability — 
fiscal, which includes integrity, disclosure and compliance 
with applicable laws and regulations; managerial, which is 
concerned with the efficient and economical use of personnel 
and other resources; and program, designed to assess 
whether intended objectives are being achieved and 
whether the best program options have been selected to 
achieve these objectives from the standpoint of total costs 
and outputs. 

Management or operational auditing to be successful 
must start modestly and expand slowly. In the US General 
Accounting Office the general approach is not really much 
different from that followed in an audit on financial matters. 
The auditor must consider all pertinent factors in appraising 
performance. He must be fair, objective and realistic. 
Above all, he must avoid making judgements and con- 
clusions on performance based solely on hindsight. 

If these concepts are followed and if the auditor considers 
all significant factors bearing on the problem, he can make 
reasonable judgement concerning the discharge of specific 
kinds of management responsibilities. Mr Staats noted that 
a strong internal audit system is an essential part of a good 
management system. Because of this, the external auditor 
should do all he can to promote the establishment and 
development of good internal audit systems. Such systems 
not only aid managers in improving their operations but 
they make it easier for the external auditor to concentrate 
his efforts on those areas most demanding of attention from 
the standpoint of efficiency and economy in the use of 
scarce public funds. There should be little duplication 
between the work of external and internal auditors. The 
latter should perform his work as part of the management’s 
system of operation and control. In contrast, the audits 
made by the external auditor are independent appraisals 
of (1) the manner in which government agencies discharge 
their responsibilities, and (2) the effectiveness of their 
control system, including internal audit. 


Wide range 


Because of the very wide range of activities of modern 
governments, it is doubtful if any organization can eff- 
ciently acquire all the expertise needed to make manage- 
ment audits. To supplement the staff, expert consultants 
in various specialized fields should also be employed. In 
this way, an audit organization has available to it the 
special knowledge and competence needed for a particular 
audit at the time needed without having to maintain such 
specialists on the staff all the time. In the General Account- 
ing Office we have made good use of expert consultants in 
audit programs concerned with elimination of poverty, 
manpower training, and control and abatement of water 
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pollution. Our intentions are to increase the use of con- 
sultants in order to expand our overall capabilities to audit 
government programs. 

An important element:in the gradual transition from 
purely financial or fiscal type auditing calls for increased 
involvement of staff members in training programmes 
emphasizing the technical aspects of management audits. 
Subsequently, more advanced programs can be devel- 
loped concentrating on supervisory and management 
skills, such as planning, audit decision making, communi- 
cating and delegating, and special skills such as systems 
analysis, statistical sampling and automatic data processing. 


Implementation of recommendations 


In his report Mr V. W. J. Skermer, Auditor-General for 
Australia, the international rapporteur, described the 
essential characteristics of the manner in which Supreme 
Audit Institutions make their recommendations, how 
governments examine and act upon them and to what 
extent they are implemented. 

For the audit role to be fully effective, the overall system 
of government should provide appropriate machinery to 
ensure that audit findings and opinions, including recom- 
mendations where such are made, receive proper study and 
consideration and, more importantly, that decisions are 
taken for their implementation. 

Legislatures in almost every country have recognized 
that audits must be reported whether they are satisfactory 
‘or not. In this way the legislature has safeguarded its own 
and the public interest by making such reports mandatory. 
It is usual to communicate the results of examinations, 
including those designed to achieve operational effective- 
ness, efficiency and performance direct to the audited body. 
Where initial representations are not dealt with to the 
satisfaction of the audit institution, the general practice 1s 
to pursue such subjects with a higher authority either by 
a direct report or by including references to the subject 
in the annual report submitted to Parliament. In most 
countries, as a matter of principle, all audit observations, 
criticisms and recommendations are pursued by the audit 
institution until appropriate executive action is taken or 
accord reached between the audited body and the institu- 
tion. 

Institutions are fundamentally independent of their 
respective governments but there are at times limited 


factors in regard to their discretionary powers concerning ` 


administrative matters and in the way they discharge their 
responsibilities. To enable attainment of the objectives of 
utmost efficiency in operations combined with economy of 
staff and operational procedures, the greatest possible 
degree of independence, including independence of the 
government, is essential. 

In some countries where the equivalent of a Public 
Accounts Committee has not been established, it ts custom- 
ary for Parliament to examine the content of the annual or 
other reports. A fair conclusion is that institutions generally 
are assured that their reports will receive the attention of 
legislative authorities. But if remedial action is not taken 
institutions have ample scope for further observations and 
criticisms through the medium of their reporting powers. 
On the other hand the effectiveness of their work is greatly 
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enhanced if there is adequate inquiry into their reports by 
a competent State body empowered to make the necessary 
recommendations, , 


Second plenary and closing sessions 


The second plenary and closing sessions took place on 
Thursday morning, September 16th. At the plenary session - 
M Désiré Arnaud, doyen des Presidents de Chambre 
(France) the rapporteur-general, said that all the discus- 
sions had helped towards a better understanding of the 
problems facing the delegates. Almost every day audit 
offices throughout the world were being confronted with 
increasingly important decisions and this meant continued 
upgrading in recruitment and training facilities for staff 
and expansion into new fields of learning and knowledge. 
Subjects to be discussed at the next Congress, which will 
be held in 1974 in Madrid, were touched upon briefly by 
the delegates. 

At the closing session Mr Takashi Yamazaki, retiring 
chairman of the Governing Board of INTOSAI, expressed 
the appreciation of all the participants to those responsible 
for the congress arrangements. Dr Jorg Kandutsch, Head 
of the International Secretariat in Vienna, spoke of the 
work of the secretariat and the hospitality from their 
Canadian hosts, noting how their sojourn in Canada had 


_ added another colourful chapter to the history of the 


organization. Special mention was made of Mr P. H. 
Macleod, congress secretary, and his staff. The congress 
president and new chairman of the Governing Board, 
Mr A. M. Henderson, Auditor-General of Canada, re- 
sponded on behalf of his Canadian colleagues. 


Social Events 


On the social side the congress offered many memorable 
events. On the first evening, a reception and dinner was 
given for delegates and their guests by the Canadian 
Government. Later in the week there was a civic reception 


_and dinner on St Helens Island in the St Lawrence River 


at which the acting Mayor of Montreal welcomed the 
gathering. On Saturday and Sunday, September 11th and 
1ath, delegates were taken to Quebec City where they were 
received by His Excellency the Governor-General at his 
summer residence at the Citadel for an afternoon reception. 
Later in the evening they attended a Buffet Supper ar- 
ranged by the Government of Quebec. 

Other social events included a luncheon given by the 
Speaker of the House of Commons in the Confederation 
Room at the Parliament, Buildings in Ottawa, a tour of the 
city follawed by a special performance of the famed 
RCMP (Royal Canadian Mounted Police) Musical Ride 
and a barbecue dinner at Chateau Montebello attended by 
ambassadors to Canada from countries represented at the 
Congress. On September 15th members were entertained 
at a reception held by the Canadian Institute of Chartered 
Accountants and the Institute of Chartered Accountants 
of Quebec.. 

The official programme was also supplemented by a 
ladies’ programme during the business sessions. This 
included an all-day excursion to the Laurentien resort area 
and visits to Montreal’s City Hall, museums, churches and 
a guided tour of the old section of the city. 
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Ge Tax Appeals 


‘Notice of Dissatisfaction 


by. IAN S. BLACKSHAW, F. R.S. A., Solicitor 


A judicial ruling as to the proper construction of a provision in an important Act of ` 
Parliament is always of interest to practitioners — not least when the Act concerned is one 


so fundamental as the Income Tax Act of 1 SES 


VM D 


N the recent case of R v. HM Tipai of Taxes, ex 
parte Clarke (115 Sol. J 569) referred to subsequently 
as Clarke’s case, the question for the Court was the meaning 
of the phrase ‘immediate dissatisfaction’ in section 64 
(1) of the Income Tax Act 19 52. This subsection provides 


_’ as follows: ` 
‘Immediately after the determination of an appeal by the - 


General Commissioners, or- by the Special Commissioners, 
_ the appellant or the surveyor, if dissatisfied with the deter- 
, mination as being erroneous in point of law, may declare his 
‘dissatisfaction to the Commissioners who heard the appeal.’ 


The expression ‘surveyor’ is defined by section 526 (1) 
of the 1952 Act as a surveyor of taxes, including an inspector 
of taxes. For the purposes of this article, it is also worth 


quoting, in extenso, section 64 (2) of the 1952 Act: si 


‘The appellant or surveyor, as the case may be, having 
declared his dissatisfaction, may within twenty-one days after 


the determination, by notice in writing addressed to the clerk. 


‘to the Commissioners, require ‘the Commissioners to’ state 
‘and sign a case for the opinion of the High Court thereon.’ 


What briefly were the circumstances in Clarke’s case? 


Facts of Clarke’ s case 


A taxpayer had been assessed to income tax in conriection 
with the sale of a farm. The Inspector of Taxes had made 


"two assessments in the alternative: one under Case I of 


Schedule D to the 1952 Act concerning trading profits; 
the other under Case VIII concerning an alleged, short- 
term gain. The taxpayer appealed to the Commissioners 
. in respect of both assessments. The Commissioners gave 
their formal -determination — first assessment upheld and 


_ the second discharged — on March gth,.1970, and it was. 


sent by post to the parties. 

On March 23rd, 1970, the Inspector expressed his dis- 
satisfaction, and subsequently asked the. Commissioners 
to state and sign a case under section 64 (2) of thé-1952 


‘Act, for the opinion of the High Court. The taxpayer | 


. applied for a prerogative order of prohibition to preclude 
the Commissioners from doing so, on the ground that the 
Inspector’s dissatisfaction had not been made ‘immediately’ 
within the meaning of section 64 (1) of the 1952 Act. 


. High Court ruling 


The judgment of the Court was delivered by the Lord 
Chief Justice (Widgery, LCJ),. who considered that 
Clarke’ s case,.in fact, raised two questions: first, did the 
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Inspector ‘immediately’ give notice of dissatisfaction; and 
second, if he did not, was the failure such that the com- 
missioners could be deprived of their power to state a 
case by the granting of the prohibition order? 

The learned judge held that the giving of the ‘notice of 
dissatisfaction , 13 days after the determination of the 
appeal was not ‘immediately’, as laid down in section 64 (1). 
However, he also held that the failure to comply with the 
subsection was not of such importance that Parliament 


‘could have intended that non-observance should nullify 
' the proceedings. He took thé view that the provision was 


‘directory’ only, and that if the Commissioners were willing 

to state a case, despite the delay, they had power to do so. 

Mr Justice Ashworth and Mr Justice Willis, who were also’ 
sitting with the Lord Chief Justice; agreed. The taxpayer’s 

application was accordingly dismissed. 


Practical implications 


The decision in Clarke's case affords the practitioner with 
an authoritative ruling as to the true nature of section 64 
(1) — the requirements of the subsection are procedural and 
not, as may have been thought, substantive. The decision 


alao demonstrates that the Commissioners, in law, have a 


discretion to state cases where there has. been some delay - 


-on the part of the appellant — that is, where ‘immediate’ 


dissatisfaction has not been expressed. How the Com- 
missioners will, in fact, exercise this discretion is, of course, 
not at all certain, and will presumably vary from one 
particular case to another. Unreasonable delay, even in 
matters governed by statute law, does not normally com- 


“mend itself to the Courts. 


Further, it seems clear that the decision in Bursion v. 
CIR (No. T) (25 ATC 433; 28 TC 123), where it was held 
that an appellant, absent from The hearing of the Com- 
missioners and notified in writing of their decision, who 
expressed dissatisfaction by return of post gave ‘immediate’ 
notice of dissatisfaction, is not affected by the decision i in 
Clarke’s case. ` 

It is well known that the Board of Inland Revenue 


issues practice directions from time to time, with ‘the 


avowed object of giving general guidance on some tax point 
or another. It may well be that such a direction concerning _ 
the guidelines as to the exercise by the Commissioners of 
their discretion under section 64 (1), would be generally 


welcomed by the taxpayer and his advisers — if not by the 


Inspectors themselves. 


Pa 


September 23rd, 1971 © 


D 





Introducing Corporate Planning 
by D. E. Hussey. í 
Pergamon Press, £275. 


Although corporate planning has achieved wide acceptance as a 
legitimate management activity during recent years, it is- not 
a function that has a clearly defined corpus of knowledge or 


area of responsibility to mark. it out as a specific technique. 


Indeed, the announcement by a company that it has decided 
to appoint a corporate planner can often be interpreted as a 
sign that it has decided to redefine its objectives and perhaps is 
seeking to bring a fresh mind to bear on the problem. 

. It iş no bad thing that companies should.seek to make a 
clean break from past thinking- in this way, but there should be 


-no mistaking the fact that corporate planning is for all practical 


purposes a convenient ‘shorthand’ term to describe the pro- 
cesses involved in rationalizing thinking on future policy and 
courses of action. The responsibility for this thinking lies 
squarely on the doorstep of the boardroom and however great 
the temptation may be, it cannot be shuffled off to a middle rank 
manager. os i 
Judged within this context, the author of this book has 
produced -a well-written and comprehensive textbook dealing 
with the long-range planning aspects of all the main areas of 
activity that are likely to concern the «average business or- 
ganization, and executives who are responsible for the broader 


planning of their company’s development might well find much 
` of interest within its pages. In addition to dealing with tech- 


niques such as DCF and risk analysis; it gives adequate coverage 
of the more subjective aspects of managerial planning and 
conveys the impression that the author has seen his subject 
at the grass roots. - 

. It is in the nature of the subject of corporate planning that 


.a general text of this nature cannot deal in the specifics that 


many readers would like, but even those who have a prefetence 


"for the intuitive approach should not be deterred from studying 


what the author has to say. 


The Internal Auditor in the Seventies 


Institute of Municipal Treasurers and Accountants, paperback 


£225: 


This book comprises. ten papers originally delivered at an 


IMTA seminar held in November 1970. Five of them deal with 
various techniques used in the modern approach to auditing, 
i.e., flow charts; statistical sampling; systems audits with inter- 
nal control questionnaires; the appraisal of internal control in a 
computer-based system and the interrogation of the computer. 


. Two papers are concerned with the management audit, and the 


other three cover the internal auditor, the place of the auditor in 
the finance department, and -internal audit in industry and 


- commerce. 


Six of the contributors are from local government, one. from 


‘central government, two from the district audit service, and 


one from private enterprise. 


ACCOUNTANT’ i ns 


The book inevitably lacks cohesion and no attempt has been 


made to obtain it either by editing the papers or by a comprehen- 


sive introductory chapter. A simple method of achieving some 


. cohesion would be through an index of subjects covered in 


each of the papers so that related matter could be read in 
sequence. For example, the management audit, staff, and 
training, internal control, systems audits, are each dealt with in 
several of the papers. Fhe lack of editing is demonstrated by the 
numbering of paragraphs in some of the papers and not in 
others and by the absence of cross headings in some papers. 

A foreword by the IMTA President expresses confidence that 
the publication will find a useful place within the accountancy 
profession ‘generally as well as in the local government field. 
Such confidence would have a greater chance of being realized, 
however, if there had been rather more than one paper from 
industry and commerce — and that only of five pages. ` | 

The auditing techniques described are in general those 
evolved in the 6os and will be developed and refined in the yos. 
But there is no reference to the planning of such developments, 
nor is there much indication how they could be used in opera- 
tional spheres. As a prognosis of the development of the internal 
auditing function in the course of the decade, therefore, the title 
of this collection is something of a misnomer. | i 

Nevertheless, the papers — short as some of them are — arouse 


interest in the subjects covered and will serve a useful purpose 


if they stimulate readers to widen their knowledge by more 
extended reading. To this end the addition of a bibliography 
would have been helpful. l 


Private Pension Scheme Finance 
by Sytvia Turr and LesLie TUTT. 
Stone & Cox, Zeg, - ` 


This book is addressed to a wide readership, and is not intended 
only for company directors and others who help to determine 
the financial framework of an individual pension scheme, or are 
concerned with its investment policy. The authors consider it 
will be of value and interest to all concerned with such schemes 
~ including individual members. d 
The style is direct and clear; jargon is kept to a minimum and, 
where introduced, is explained. The book is, however, dis- 
cursive and specific topics appear in unexpected places. For 
example, reference is made several times in the early chapters 
to approval by the Inland Revenue under sections 208 and 222 
of the Taxes Act, but it is not until the reader reaches the 
seventh of the ten chapters that he finds an explanation of this 
approval. Then it is sandwiched, in a chapter about investment 
policy of self-administered funds, between sections on invest- 


- ment and unit trusts and on company taxation. > > 


Furthermore, .death benefits in pension schemes are first 
mentioned in this same chapter — more than half-way through 
the book — but are not discussed until the last chapter. Then . 
their discussion ‘is introduced on the grounds that they repair .. 
a deficiency in the National Insurance scheme. 

Generally speaking, the book is descriptive rather than critical. 
For example, despite the recital of much detail about the British ` 
Leyland Motor Corporation in a discussion, for illustrative 
purposes, of its 1969 report and accounts extending over some ` 
ten pages, little guidance is given as to how this influences 
judgement on whether or not to invest in its equity. This 
passage, incidentally, includes a two-page digression on the 
inadequacy of the information in British companies’ accounts , 
about pension scheme contributions and liabilities, although 
this topic is already dealt with at some length in the opening 
chapter. 

The book is at its best in dealing with the operation of life 


office schemes and it offers a useful and detailed review of these. ` 
‘More open to question is the advantage of including extensive 





` 
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tables designed to enable the rate of interest implicit in a 
particular contract to be determined. 

The authors explicitly recognize that it is for employers to 
take the decisions in regard to their schemes, and that the role 
of experts is properly an advisory one. It is to be hoped, 
nevertheless, that while the book is of undoubted usefulness, 
company directors will not regard it as providing them with a 
‘do-it-yourself’ kit. l 


Modern Statistics for Business 
and Economics 


by WILFORD L. L’EspErance, 
Collier-Macmillan, £275. 


Introductory Statistics 
by Tap. R. HARSHBARGER. 
Collier-Macmillan, £2.78. 


That a leading publisher should consider it worth while to 
publish simultaneously two new American classroom textbooks 
on statistics for the non-mathematician prompts a variety of 
thoughts. The most charitable is that the two books are equally 
good; more important, they offer the student either more, or 
different, than is already available to him. On one count, 
however, the publishers are to be commended. Unlike so many 
transatlantic texts, the prices cre reasonable. 

The book by Professor L’Esperance is in the classical mould 
of such texts and is the by-product of a first course in probability 
and statistics to students without calculus. It is strong on ele- 


FINANCE AND COMMERCE 


Complex Accounting 


HERE is currently a series o7 ‘qualified’ reports, all of which 

have their particular points of interest, and the series is 
continued this week with a reprint from the accounts of Ada 
(Halifax) Ltd, a company in the manufacture and wholesaling 
of electrical components and small electric motors, and the 
retailing of radio, television, electrical and other goods. The 
company is approximately 65 per cent owned by Philips Elec- 
tronic and Associated Industries, which itself is part of the 
major Philips Lamps organization. 

Since the Philips participation, which is of long standing, 
Ada has been a restless sort of company but a strongly growing 
one. In November 1969 the company sold a substantial portion 
of its retailing interests to Loyds Retailers on terms that meant 
Ada owning approximately 69 per cent of Loyds. With effect 
from July rst, 1970, Loyds became an Ada subsidiary. 

The Ada directors in their report state that from November 
1969 the management of Loyds (largely representing the 
managements of the business sold to Loyds by Ada) began a 
programme of integration of the entire organization into one 
national retail chain. By mid-1g70 the process appeared to be 
going well enough ‘but the considerable complexity of inte- 
grating the accounting records and procedures caused serious 
delays in reporting results’. 


Loyds’ accounts 


Audited accounts of Loyds for the year to June 30th, 1970, 
were not available until early 1971, and it was not possible to 
consolidate Loyds’ accounts with Ada’s, although a copy of 
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mentary probability theory, and the exposition of the normal 
curve and such sampling distributions is sound. The bias is 
mathematical, and this is not a book for the student easily 
deterred by symbols and tight argument. 

The book by Harshbarger is, the author claims, a new kind 
of book. Instead of the conventional approach through the basic 
formula, the book provides a general approach to problems with 
considerable variety of test. It is not as mathematical as the 
first book and the exposition is somewhat simpler. On balance, 
however, for this reviewer, the book by L’Esperance seems the 
marginally better buy for the average examination candidate. 


RECENT PUBLICATIONS 


THINK TANKS AND PROBLEM SOLVING, by P. I. Slee Smith, 
xv-+130 pp. 9X 54. Business Books, £3-25. 

CREATIVE ‘TECHNIQUES FOR MANAGEMENT, by Mary Bosticco. 
xii+146 pp. 84 54. Business Books, {3°25. 

ACCOUNTABILITY AND ACCOUNTING, by C. A. Munkman, F.c.a. 
128 pp. 84 X 54. Hutchinson, £1°75, paperback £1. 

SPICER & PEGLER’S BOOK-KEEPING and ACCOUNTS, 17th edition, 
by W. W. Bigg, F.c.a., and R. E. G. Perrins, F.c.A. xi-++'769 pp. 
10x 7. HFL, £4°20. 

DIscoUNTED Casu FLow, third edition, by A. M. Alfred and 
J. B. Evans. vili-+71 pp. 10 x 74. Chapman & Hall, paperback, 
£150. 

COMPUTER SYSTEMS AND PROGRAMMING CouRSE, edited by Brian 
Rothery. Three volumes, 124 pp., 92 pp., 104 pp. 107. 
Constable, £15 the set. 


These books may be obtained from, or through, Gee & Co (Publishers) _ 
Ltd, The City Library, rer Strand, London WCa2R ll, 


for Ada (Halifax) ` 


the accounts was enclosed with Ada’s accounts for the informa- 
tion of shareholders. Those accounts show a pre-tax profit of 
£484,030 against the previous year’s £140,464, but as Note 3 
to the Ada accounts explains, the Loyds accounts were drawn 
up on an entirely different accounting basis. 

The Ada directcrs’ report states that it was ‘already clear’ 
that Loyds had been incurring substantial losses due to lower 
than expected turnover, increased trading costs and heavy 
reorganization expenses. Philips Industries, it is stated, had 
greatly relieved the finances of Loyds Retailers by acquiring its 
subsidiary Loyds Rentals and making further finance available 
to facilitate new colour television rental business. 

The substantial losses already incurred, all the same, are 
unlikely to be recovered in 1971 and Ada shareholders are told 
‘there will be a serious adverse impact on the results of your 
company during this year’. 

In an interim report for the six months to December 31st, 
1970, issued the day after the publication of the Ada accounts, 
Loyds’ pre-tax loss was shown at £140,000. 


Financing 


Trading profits for the six months were £686,000, subject to 
deductions of £676,000 for depreciation and of £150,000 as 
the residual of £1,209,000 of interest payable and £1,059,000 
of interest receivable. The net loss attributable to Loyds 
Retailers was £139,300. 

The interim report stated that with effect from December 
30th, 1970, Loyds sold its subsidiary Loyds Rentals to Philips 
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Industries for a nominal consideration and as part of the 
arrangements Philips made sufficient funds available to Loyds 
Rentals to enable it to repay its borrowings from Loyds Retailers. 

Loyds Retailers has made an interest-free loan (guaranteed 
by Philips Industries} of £1,745,000 to Loyds Rentals and has 
the option to subscribe for new equity in Loyds Rentals which 
‘would give it one-third of the enlarged share capital of that 
company at a price equivalent to the amount of the loan. 

All this will relieve Loyds Retailers of the heavy initial costs 
and continuing burden of financing the build up of colour 
television rental activity and the costs of replacing black and 
white receivers with colour. 

But ‘substantial losses’ have continued into 1971 despite 
‘vigorous steps taken to reduce expenditure and to increase 
turnover in order to accelerate the rate of ESCH and restore 
the business to profitability’. 


Disappointing 

Ada’s half-year results to June 3oth, the directors’ report states, 
‘will present a disappointing picture and shareholders have 
already been warned that there is no prospect of an interim 
dividend’. 

It is clear that even though the summer Budget may prove to 
have stimulated sales in the current half-year, the company ‘is 
going to have a bad year as a whole’. But shareholders are told 
of boardroom confidence that ‘given reasonable economic 
conditions, and having regard in particular to the resources 
made available to your company, and to Loyds Retailers, by 
Philips Industries, this setback will prove to be only temporary’. 
Steps already taken will result in progress towards the restora- 
tion of 1968 and 1969 profit levels, although a return to those 
levels ‘will clearly take some time to achieve’. 

This is not, of course, the first time that moves made with 
expansion in mind have in the short term proved entirely the 
reverse. The Ada estimation of the result of putting Loyds on 
to Ada’s ‘equal time’ accounting basis clearly proved woefully 
inadequate ~ and again that is not the first time that kind of 
thing has happened. 

These notes form the operational and explanatory back- 
ground to the accounts and the auditors’ SES which speak for 
themselves. 


Developing Redland 


ORD BEECHING’S philosophy for the development of the 

Redland building materials group was reported in these 
notes a year ago, shortly after he had taken over the chairman- 
ship of the company. He then emphasized the need to find 
products with greater potential for growth in the home market 
than some of the group’s traditional ones. While mentioning 
the initiation of a planning and development activity, Lord 
Beeching made it clear that no immediate dramatic result should 
be expected. 

This year he reports that “encouragingly solid progress has 
been made’. The group’s capacity to explore and assess oppor- 
tunities has been markedly improved; technical development 
effort has been increased and, more importantly, concentrated 
on a few projects promising substantial commercial rewards if 
success is achieved. 

Any one of these projects could add appreciably to growth 
potential within the existing field of activities. That prospect, 
coupled with the continued buoyancy of established businesses, 
enables the directors to be deliberate in their consideration of 
possibilities for expansion in fields not linked so firmly to the 
construction industry as present activities. 

Lord Beeching says: ‘We are searching, but no choice has 
been made so Zar". | 
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Marshalis Halifax 


OVETAILING new acquisitions into the eenegen 
pattern of the group is a difficult and not always an immedi- 
ately successful operation. But in the past year Marshalls 
Halifax successfully incorporated three new additions, each of 
which made substantial contributions to profits and in their first 
full year with the group exceeded the profit targets set for them. 
The chairman, Mr David R. Marshall, comments: ‘This 
gives me great confidence in the ability ‘of management to 
produce results in new situations and has an important bearing 
on the future.’ The three new companies were all in the group’s 
concrete division which, in terms of turnover, is more than 
twice the size of the engineering division. In 1964-65 concrete 
turnover was {987,000 and profits £165,000, against engineer- 
ing turnover of {1,011,000 and profit of £161,000. Now, 
concrete turnover is £3,632,000 for profits of £469,000 and 


‘engineering turnover {1,705,000 for profits of £268,000. 


The two divisions cover quarrying and concrete products, 
manufacture of rock-drilling machines and equipment, industrial 
tractors and specialized hydraulic equipment. The board policy 
is to expend each activity to its full potential. The past year’s 
experience reinforces the boardroom belief that the group has 
the management capable of doing this, including the successful 
integration of new organizations. 

The company’s 1970-71 report and accounts certainly give 
the reader the impression that the group is well equipped to 
push ahead. It speaks well for management that Marshalls have 
done progressively better in the concrete and quarrying trades 
at a time when many other concerns have fared badly. 


John James Group 


HE John James group of companies based on Bristol is 

fairly evenly split so far as income and profits are concerned 
between investment trust and industrial holding group. In 
1970—71, investment income was £755,362 and profit of the 
trading civisions £734,604, the former being some £25,000 
up on the previous year and the latter some £108,000 down. 

With zn accounting date of March 31st, the John James 
investment valuation was made just about at the bottom of the 
market. The value of quoted investments was £757 million 
against {9°69 million, but the chairman, Mr John James, 
states that by the end of July the ‘paper falls had all been 
regained’. 

It has been felt prudent, however, to put a reserve of £350,000 
against investments made in earlier years and which are now in 
a cyclical trough. The sum has been placed against capital 
profits in those earlier years. 

In 1968 the company realized some £836,761 of capital gains 
and a further £1,095,135 in 1969, increasing the dividend 
income in the meantime. A decision to hold substantial invest- 
ments in preference shares has helped in the achievement of an 
increase from £730,559 to £755,362 in franked investment 
income, Gespite a reduction of £1,026,709 in the portfolio. 


Ellis & Everard 


LLIS & EVERARD is one of those: mixed companies 
that grow out of family interests in heavyweight merchanting 
~ building materials, agricultural equipment and supplies and 
fuel. In recent years there has been considerable effort made to 
streamline the organization and put it into modern shape, and 
the recently issued 1970-71 accounts marked a crucial stage 
in this procedure with the recorded results of the closure of the 
agricultural division. 
The group’s new chairman, Mr Anthony Everard, is able to 


l Se, Ze up ` 


report a near 60 per cent rise in pre-tax profits to £417, 985, 


despite carrying terminal losses of £104,729 on the agricultural 
division — the position being eased by the inclusion of 16 months’ 
operations of a newly acquired subsidiary in the building 
division. Tables in the chairman’s statement provide share- 
holders with a clear look at the situation ‘ex’ eens and 
‘cum’ the new subsidiary. ` 

=- The group is now organized into two divisions, one being 
building materials and fuel and the other chemicals (mainly 


_ industrial chemical distribution). The two divisions are con- 


: sidered “capable of satisfactory organic growth and through the 


m n 


Notes 1970 1969 
Wë i , , £000's £000’s £000's £000’s 
Share Capital of Ada (Halifax) Limited : 
Authorised: 
200,000, Ku Ordinary Shares of ís, each 10,000 10,000 
" issued and Fully paid: l 
165,754,405 Ordinary Shares of 1s. each 8,288 8,288 
Reserves: | | : 7 
Share Premium Account 5,041 5,041 
Revaluation Reserve 123 141 
General Reserve 775 775 
-Retained Profits - ‘ 684 `- 842 
a 6623 ~ 6,769 
f f 14,911 . 45,057 
~ Contingency provision 500 ' — 
Minority Interests in Subsidiary 
Companies 1,230 1,228 
5 per cent. Convertible Unsecured Loan s ' a ` 
Stock, 1970 Ss 506 
Deferred Liabilities l 
Corporation Tax payable on or after . 
- tst January, 1972 l 172 . "Së 
Tax Equalisation Account 264 275 
, . 436 333 
Amounts Due to Group Parent and a - 
Fellow Subsidiary (Secured £950,000) 8 7,338 6,633 
d 
Medium Term Loans 9 
Bank - 5,000 5,000 
Other (Secured £16,000) 7,625 7,535 
a 12,625 - 12,535 
Current Liabilities , 
Creditors and Accrued Charges (Secured 
; 26,744 21,251 : 
Group Parent and Fellow Subsidiary ` 
Companies ; 1,665 2,114 
Bank Loans and Overdrafts (Secured ` 
30,000) 7,712 9,244 
Other Loans (Secured £3,000) : 323 . 606 
Taxation payable on or before 
31st December, 1971 417 a 573 
Proposed Final Dividend i 249 497 . 
37,110 34,285 | 
74,156 70,571 


group’s financial strength are in a position to make carefully 
chosen acquisitions.’ The Ellis & Everard report, in its new style, 
Suggests that the present three-man board of two Everards and 
one Ellis knows where the group intends to go. 


Cash- Flow 


T is unusual these days to read a company chairman’s state- 
ment without a reference to cash-flow or to be more precise the 


inadequacy of cash-flow. Mr John Booth, chairman of Hepworth 
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Ceramic Holdings, is no exception — which is hardly surprising 
since shortly before his company’s report and accounts were 
issued, £7°5 million of ro-4 per cent debentures in the company 
were placed on the market. 

Mr Booth comments that despite ‘the apparent excellence of 
the cash-flow’ the group’s outflows were substantially greater. 
This resulted from a high level of capital spending to combat the 
consequence of technological change in user industries and to 
raise productivity, and also from a need for more working 
capital largely brought about by the general major inflationary 
trend. l 

“Many companies’, Mr Booth writes in his review, ‘have now 
come to realize that a rapid deterioration in the spending power 
of money brings in its train an investment in raw materials and 
other stocks rising always ahead of the increased cash receipts 
from sales, and brings also pressure for extended credit to 
customers ‘who, in their turn, are finding themselves short of 
working capital’. In the group accounts debtor balances at the 
end of March were {19-52 million, compared with just short 
of £126 million 12 months earlier. Turnover was up from 
£49°99 million to {60°66 million. 





ADA (HALIFAX) LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET | S 
at 31st December, 1970 | 





























1969 

















` Notes . 1970 
£000";  £000’s £000’s £000's 
Fixed Assets a 10 7,444 , 8,143 
Goodwill : 11 ` 3,403 3,202 
investments ` , 23 
Unquoted Investments in Associated 
Companies 
Shares at Directors’ valuation 1,046 2,637 
Advances less provisions 15,227 36,007 
16,273 38,644 
Quoted shares at cost — 7,007 : 
à 16,273 39,651 
Investment in Subsidiary Company 
not, consolidated 16 
Quoted shares at cost 2,609 
Advances and amounts receivable 23,388 
25,997 — 
e 2 b 
Current Assets 
Stocks and Work in progress, at lower of 
cost and net realisable value 10,297 9,488 


Amounts receivable under Hire Purchase 
Agreements jess provisions B. 246 , 518 

















| 











| 








Debtors iess provisions - 10,127 8,630 
Fellow Subsidiary Companies — 19 
Bank balances and cash 366- -920 

` H J 21,036 19,575 
The attached notes form an integral part of these accounts 
Henry Chisholm V Directors 2 
R van Eyle : ` 

74,150 - 70,571 
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ADA (HALIFAX) LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT NOTES ON THE ACCOUNTS 
Year to 31st December, 1970 





Notes to be read in conjunction with the annexed Accounts. 





1. Turnover 
Turnover consists of sales of goods and services, and rentals received on television sets 
and other equipment, after eliminating sales to companies within the Group. 




















Notes 1970 1969 , 
2. Emoluments of Directors 
£000’s £000s ` Co: £000's Range Number of Directors 
1970 1969 
Group Sales and Rental Income 1 42,589 34,243 o d £7500 S 
Group Trading Profits less L 264 715 :300-—-£10,000 = 1 
oup Trading Pro ess Losses 2, 2,71 £10,000—-£42.500 R = 
after charging (crediting) The Chairman received a fee of £2,000 (1969 £2,000). The highest paid Director received 
Audit Fees (The Company £8,750) l 55 42 remuneration of £12,069 (1969 £8,781). Of the total of £24,000 shown for emoluments 
£5,419 (1969 £5,000) relates to payments for services as Directors. Two of the 
Directors’ Emoluments 2 24 20 Directors have waived fees for 1970 amounting in total to £2,000 (1969 £2,000). No 
Director has or has had a Contract of Service with the Company or any of its 
Interest on Loan Stock 25 7 subsidiaries. 
Bank and Short Term Interest 4,129 2,481 3. Group Profits before Taxation 
. The Group Profits before Taxation include, on the bases set out in the Statement of 
Interest on loans over 5 years 234 108 Accounting Principles on page 24 [not reproduced, the results for the year of all companies 
i i which were subsidiaries (with the exception of Loyds Retailers Limited) at 31st 
Interest receivable (3,959) (2,278) December, 1970, all of which had been owned throughout the year. 
429 318 {a} it was explained in last year’s accounts that, with effect from 1st December, 1969, 


certain subsidiary companies representing a substantial part of the Group's retailing 
Depreciation 913 4.202 interests had been sold to Loyds Retailers Limited (“Loyds’’) for considerations 

: consisting of Convertible Preference Shares and “A” Ordinary Shares in Loyds. The 
retailing interests so disposed of included the greater part of the Group’s television 















































Selective Employment Tax Se 1,726 E 1.799 rental business. During the first half of 1970 a major proportion of the Group’s 
: g remaining rented television sets and related rental agreements were sold to Loyds for 
1,038 946 | cash with effect from 1st January, 1970, 
On 5th August, 1970, the Company exercised its conversion rights and Loyds thus 
Surplus arising from became a subsidiary of the Company, which acquired a right to 69 per cent. of Loyds’ 
sale of rental assets to Loyds Retailers Led. 355 . — profits, with effect from 1st July, 1970. 
: Sé Loyds‘ financial year-end has been 30th June and its last audited accounts were made up 
Change to Group basis of depreciation to 30th June, 1970. It has not proved practicable to complete audited accounts of Loyds 
by a subsidiary 80 SE for the six months ended 31st December, 1970, for consolidation without further 
435 keng So delaying the issue of the Ada Group accounts. It is the intention that the next accounts 
of Loyds shall cover an eighteen months’ period to 31st December, 1971, in order to 
1,473 916 bring its accounting date into line with that of the Ada Group. 
Sg Boas Present indications are that Loyds is unlikely to have made a profit during the six 
Reorganisation and Computerisation ge months to 31st December, 1970. 
enses — 
KA The income which has been included in the accounts of the Group in respect of its 
Increase in bad debt provision attributable investment in Loyds has been as follows; 
to debts originated in previous years 336 — (i) In the accounts for the year ended 31st December, 1969, £519,000 was included by 
536 — m way of interim dividends from the subsidiaries sold to Loyds and £17,000 by way of 
ee interim dividend from Loyds itself. 
937 716 {ii} In the accounts for Lhe year ended 31s¢ ieee aad bah £1 SEH be SE included 
ZK REN in respect of dividends on the Convertible Preference Shares and "AT Ordinary 
See Te ceded atch ee? 969 _. 519 Shares for the period to 30th June, 1970, 
The accounts of Loyds to 30th June, 1970 were drawn up on an entirely differant 
Dividends from Loyds Retailers Led. 150 17 accounting basis (so far as concerns television rental assets and income) from that 
previously used by the Ada Group, and consequently the results shown by these 
Dividends from Associated Companies 40 68 | accounts are not comparable with the results.which would have been shown had Ada's 
basis been employed. A number of substantial adjustments made in drawing up the 
Group Profits before Taxation 3 1,127 1,520 Loyds accounts and lack of information (including the absence of audited interim accounts 
of which £967,000 (£1,359,000) is for the ex Ada subsidiaries at 30th November, 1969) make it impossible to apportion 
ibutable to the Compcay } the figures with any accuracy to periods before and after acquisition by Loyds but it 
attri uta e to the Compan: seems likely that 
ati 5 183 390 (1) the estimated profits to 30th November, 1969 which gave rise to the interim 
Taxation : dividends of £519,000 brought into last year’s accounts were exceeded by a substantial 
Profit after Taxation 944 1,130 margin by unforeseen losses of some of the subsidiaries sold to Loyds, for which 
no provision was made in last year's accounts, and 
Attributable to Minority Shareholders 105 98 | (2) on the accounting basis for television rentals previously used by the Ada Group, 
there would have been no profits in the period to 30th June, 1970, to support the 
Net Profi eae dividends which have been brought into account this year. 
nae (Halifax) Lede SS : 839 . 1.032 | (b) The major part of the profits of East Coast Trading Group Limited and its 
f ` : subsidiaries ‘(Associated Finance Companies”) arrived at on the basis set out on page 24 
of which £488,000 (£848,000) has been has been transferred to the Company by way of fees and commissions and is included 
dealt with in the Accounts cf the in the Group Trading Profits together with interest on the loans to these companies 
Company referred to in note 12. 
Investment Grants é 34 40 | (c} The Group pays for purchases of electrical goods and equipment for resale over 


periods varying from 12 to 24 months by means of Bills of Exchange. 
Brought Forward from Previous Year 812 486 | Where the cost of purchases includes a surcharge in lieu of interest, such surcharge is 
included in each Bill of Exchange in a series and is written off on a time basis as bills 
1,682 1,558 | fall due for payment, instead of in proportion to the outstanding balance. 
i As the volume of transactions has increased during 1970, the charges in that year were 
lower by approximately £290,000 (1969 £203,000) than they would have been had they 


























i isi 00 -4 
SES provision 3 been written off in proportion to the outstanding balance, and future years will bear 
1,182 1,558 d correspondingly higher charges. 
4. Loyds Rentals Limited 
EE Paring June, Véi Loyds ele d ee E (with KE of assets 
im of 3% {39 49 249 held by one subsidiary in the South East) including those acquired from Ada into a 
inserim of 3% (376) 4 ; we Ge EE EA palace pais fe? p Se See 
Final 3°% (6° 249 497 capital of Loyds Rentals Limited was soid to Philips Electronic sociated Industries 
proposed Finat 2/6100) 498 746 Limited (‘Philips Industries”) with effect from 30th December, 1970 for a nominal 
l consideration. Loyds Rentais Limited wouid have had a deficiency of assets amounting 
Balance Carried Forward of which to £5,7 millions, if Ada's principles of accounting as regards television rental assets had 
£313,000 (£323,000) has been carried been employed. Dës f 
forward in the Accounts of Ada (Halifax) 684 812 | During 1971, Loyds and East Coast Trading Group Limited have each made interest-free 
Ltd, memes | loans of £1,745,000 to Loyds Rentals Limited, which are not repayable for a period of 





10 years, unless Loyds Rentals Limited ceases to be a subsidiary of Philips Industries. 
Such loans are guaranteed by Philips Industries and the companies concerned have the 
. right to subscribe, at a price equal to their loans, for new equity in Loyds Rentals 

The attached notes form an integral part of these accounts. Limited, which would give each of the companies concerned a one-third interest in the 
enlarged capita! of that company. The Directors of the companies concerned have 
confirmed that there is no commitment or obligation to exercise the options. 
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. 5, Taxation ` (b) Fixed Assets—The Company Short Office Computer 
The charge for taxation is made up as follows: ` £000’s i ' Leasehold Equipment Equipment Tota 
* Corporation Tax {at 424/40 per cent.) based on profits for í , = -~ and Motor and 
the year after taking account of relief for losses stated below 237 i , S- ` Vehicles ‘Installation 
Add Overseas Taxation , 38 Cost or Valuation , s £000's © £000's £000’s £000": 
At Ter January, 1970 "jé 7 20 680 714 
-275 Additions ` ` . . 4 , 21 64 89 
Less Transfers from Tax Equalisation account , (27) . Disposals a " {5} {107} (112: 
Adjustments related ro previous years r ` (bi SS e ws : — 
; l e ? At 31st December, 1970. t8 ©. + 36 ° 637 691 
l — i Representing Assets at; -a 
. The tax charge is reduced by approximately £200,000 resulting from relief for losses of Cost . ; = 12 36 637 685 
previous years. The amount of losses of certain Group companies (other than Loyds) Valuation {see {c} below) i 6 — 6 
carried forward for taxation purposes at 31st December, 1970 was approximately — bm — 
£2,000,000. $ ` 1 e De p ati . 
At Ee 1970 ( " 6 177 - 184 
6, Investment Grants g ` ; ; 
investment grants receivable for the year are estimated at £52,000 and have been treated - ed Si en F Fone anc boss Account $ A , (60) e 
‘as a credit to the Profit and Loss EE as follows: l P R Bo 25 - f 
EE d. EE A At 3st Geen 1970 3 12 261 ‘276 
Less Transfer to Tax Equalisation Account - > 17 ge, Pucchacs instalments SC , 
SN ` l 35 E outstanding — _— 195 195 
Less Proportion attributable to Minority spareholders 4 Net Book Values: S NEE de 
Amount credited to Profit and Loss Account l ER a"? e Recom iers £270 l f ‘ Ge sf = 191 ee 
The total amounts receivable at 3{st December, H 970 in respect of investment grants ` At 3fst December, 1969 sg e, 14 ` (298 325 


.(c) Group properties were valued on a going concern: basis at 31st December, 1968 by 
1966. H. Finlayson; ARIS, FAL, ERNA The plant and machinery was valued in 


- are estimated at £165,000 for the Group and £114, 000 for the Company, these amounts 
being included in Debtors. 

















7. Reserves i _Share - Revaluation of General {d} No provision for. depreciation has been made in these accounts in respect, of 
Premium Account Properties ` ` Capital Reserve freehold and fong leasehod Property, with a book value of £1,240,000, owned by . 
rae GEES SE certain subsidiaries. 

e e e 
e Plant costing £603,000, in the case of the Group, and £307,000, in the case of the 
$ Group Company Group Company Group Company - (8) : 

Balance S EE ) £000's £000's £000's £000's £000's £000's Company, i 1s HS subject of Hire Purchase agreements, 

1970 . 5,041 5,041 141 3 ' 775 534 | 114. Goodwill 

E e T ‘| The increase of £201 000 during 19701 in the value of Goodwill i is mainly due to the 

aad cher SE = Ga (48) = a _. | acquisition of minority inzerests in existing subsidiaries, 

S 5,041 5,041. 123 3 775 534 | 12. Investments l aa d 











The Directors’ valuation ~epresents the cost of the shares less an amount of £380,000 


“Ne provision has been made for liability to Corporation Tax on Capital Gains, if any, 
written off at 31st SEANCE 1968. Lo 


which might arise.if the revaluation surplises on properties are realised. 


8. Amounts due to Group Parent (Philips Industries) and a Fellow Subsidiary (b) Advances (unsecured) - 























(a) Secured £000's Advances comprise the fellowings 
- Debenture loan repayable at three months’ notice ‘250 , £000’s 
Debenture loan repayable in five EE instalments {i) Advances to Associated Finance Companies ` 44,806 
after notice. . 700 Ges (ii) Other advances GE 424 
(b) Unsecured ; ` GË? S i 15,227 
` Short-term loans from Group Parent and a Fellow : a. 
Subsidiary Company 6,388 The major part of these advances to Associated Finance Companies is used by them to 
: : E finance check trading and their repayment is therefore dependent upon collection of 
7,338 amounts owing to these companies as a result of such trading. The provisions for 
~ A ‘ ` non-recovery of amounts owing to these companies have been calculated on a basis 
o’ considered adequate by their respective directors but (particularly having regard to the 
9. Medium Term Loans ` ` £000's £000's substantial upward trend of business) there is not as yet sufficient information or 
Bank Loan repayable on or before 34st October, 1972 ` f - §,000 _ experience to confirm their adequacy. In the opinion of the Directors no further 
Other loans—~repayable in 1976 2,933 - provision is necessary. 
repayable in 1974 — 4,692 The rates of interest charged to the Finance Companies by Ada (Halifax) Limited varied 
- 7,625 between 8} per cent. anc 9 ber Cent, being based on the overall cost of finance to 
' 7 ` e . Ada (Halifax) Limited, taking account of shareholders’ funds, al and other | 
i 12,625 outside liabilities. > 


in the latter part of 1970 these advances were “reduced from some £35 millions to the 
above amounts, as a resu-t of alternative sources of finance being obtained by the 
Finance COMpsttiese! . : 





Of the £2,933,000 above an amount of £1,667,000 bears interest at B per cent. Interest on 
a further £1,250,000 is at Bank Rate, Interest on the £4,692,000 above is at 9 per cent; 


10. {a} Fixed Assets—-Group 


F and and Buildings Other Assets Total 13. Amounts Receivable under Hire Purchase Agreements 

























































































d . Hire Purchase debtors of £246,000 (£518,000) are stated after deducting a provision for 
f Freehold fone Share Plant Rental unearned interest and profit amounting to £69,000 Pi 000). 
Tea Leasehold Leasehold and  - Assets 
Cost or Valuation ; Equipment 14. Contingent Liabilities and Commitments i 
£000's . - £000's £000's £000’s . £000's ` CDe {a} There is a contingent liability in respect of bills discounted by subsidiaries, 

„At 1st January, 1970 3,104 _ 334 726 -3,795 4,086 . 12,045 amounting to £111,000 (£217,000). Liabilities under guarantee amount to £943,000 

. New Expenditure. 829 58 229 1,116 219 2,451 (£1,878,000) in respect of the Group and £1,135,000 (£804,000) in respect of the 
„Assets of company acquired — — D 84 ae 84 Com pany. The Company has also guaranteed the overdraft of a subsidiary to the extent 
Disposals {112} (159) (GO) {485) {3,4373 (4,203) .] of £1 GO 000 (£1,000,000, and at 31st December, 1970 had guaranteed debts due to 

Kee i; - Loyds by certain associated companies the continuing amount of which i is not expected 
At 31st December, 1970 3,821 _ 233 945 © 4,510 > B&B 10,377 to exceed £460,000. 

; , EE Sar ee (b) There are outstanding Group commitments for capital expenditure amounting to 
Representing Assets at: . : £201 ,000 (£507,000), of which NI (£98,000) relates to the Company. Further amounts 
vou . E i a ez cn  Pëë SE authorised by the Directors amounted to £61,000 for the Group and £43,000 for the 

faluation , E Company. 
~ o (c) Additional purchase consideration not expected to exceed £260,000 is payable in 
e ees 1970 42 6 62 4,508 1,940 > 3,558 respect of a subsidiary acquired prior to 31st December, 1966. 
Charged to Profic & e i : KC {d) The company is obligszted to acquire minority interests in certain subsidiaries if 
Loss Account 57 © 4 109 620 - t; 913 called SCH, to do so. : 
Assets of company acquired — —_ vn 35 oe, 35 7 
Disposals (2) mm (1) ~ (282) (1,580) . (1,865) Foreign Currency 5 _ SEL \ eh g 
ae currency items i^ these accounts, including fixed assets overseas, have been 
; ; Ré , 10 170 1,881 _ 483 2,641 converted into sterling at the rates ruling at 31st December, 1970. 
Hire Purchase f 
, Instalments outstanding A — ~ ~~ 295 ve 295 16, javestivent in Subsidiary Conty not consolidated (Loyds Retailers 
" Net Book Values: d Limited) - 
At 3ist December, 1970 3,724 223 775 2,334 - 385 7,441 At 31st December, 1970, the mid-market price of Loyds. Retailers Limited Ordinary 
i : zeen a eae Shares was 9s. 3d. At that date the Company held 7,367,783 such shares and: at that 
At 31st December, 1969 3,062 ` 328 664 1,943 2,146 ~ 8,143 price’ these would be werth £3,408,000. 
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Investment in Subsidiary Company not consolidated—contd. 


The following is a summary of the assets and liabilities of Loyds Retailers Limited and 
its subsidiaries at 30ch June, 1970, based on its audited Consolidated Balance Sheer:— 






































Notes 4970 1969 
Net Assets Employed £000's £000's £000's £000's 
Fixed Assets di 5,054 1,933 
investments c} 26 16 
Long-term Loans 278 1 
5,358 1,950 
Current Assets 
Hire Purchase and Instaiment Debtors 
less provisions emean 6,306 
Stocks on Hand at lower of cost and net ' 
realisable value 4,743 603 
Stocks on Rental {d} 13,378 i 801 
Debtors and Prepayments 2,928 325 
Cash at Bank and in Hand 138 22 
21,187 8,957 
Deduct: 
Current Liabilities 
Customers’ Deposits and Rentals in 
Advance 1,999 20 
Creditors ana Accrued Charges 7,351 7,258 
Bills Payable (£4,178,000 secured) 4,834. 2,725 
Bank Overdrafts d 3,534 3,046 
Proposed Final Dividend 212 29 
17,930 7,078 
3,257 979 
8,615 2,929 
Deduct: R 
Mer Amounts owinz to Associated 
Companies (including Ada Group) 4,537 — 


Loans on Mortgage (F) 504 217 












































































































































Unsecured Loans (since repaid) 126 — 
5,167 217 
3,448 2,712 
Capital Employed 
Share Capital (fully paid) (e) 2,884 1,072 
Reserves and Surplus 2,166 1,640 
l 5,950 2,712 
Less: Goodwill Ob) 4,636 — 
3,414 2,712 
Taxation Equalisation Account ` — 
Minority Interests 44 — 
3,448 2,712 
(a) Fixed Assets Land and Buildings Plant, Total 
Equipment 
and 
Transport 
Freehold Long Short 
Leasehold Leasehold 
Cast or Valuation £000’s £000's £000's £000's £000's 
At 29th June, 196% 1,229 315 136 749 2,429 
Assets purchased during the year 
including assets of subsidiaries 
acquired from Ada (Halifax) Ltd. 975 410 719 4,796 3,900 
Revaluation (88) (10) 289 w 191 - 
Disposals (19) (117) (9) (212) (357) 
2,097 598 1,135 2,333 6,163 
Representing assets at; 
Cost ` 263 167 205 2,333 2,968 
Valuation 1,834 434 930 oe 3,195 
2,097 598 1,135 2,333 6,163 
Depreciation 
At 29th June, 1969 21 3 85 387 496 
On assets of subsidiaries acquired 
from Ada (Halifax) Ltd. — — 111 646 757 
Charged to profit and loss account — — ~ 46 46 
Revaluation {21} {3} (60) — (84} 
Disposals — — (4) (102) (106) 
— — 132 ` 977 1,109 
Net book values: 
At 30th June, 1970 - 2,097 598 1,003 1,356 5,054 
At 29th June, 1969 1,208 312 54 362 4,933 


All properties shown above ac valuation were valued on a going concern basis by 
Mr. J. H. Finlayson, A.R.I.C.S., FAL, F.R.V.A., who is the Group Estates Manager of 
Ada (Halifax) Limited, at dates between December 1968 and 30th June, 1970. 

No depreciation has been provided on the freehold and Jong leasehold properties. 


(b) Goodwill 
Gaedwill represents the excess of the purchase consideration for the subsidiary 


companies acquired from Ada (Halifax) Limited during the year over the book value of 
their net assets. ; 


Investment in Subsidiary Company not consolidated—contd. 


(c) Investments 1970 1969 
At cost £ £ 
Unquoted 19,612 9,084 
Quoted 6,426 6,425 














Market value of quoted investments £4,272 £4,563 





in the opinion of the directors of Loyds the values of the unquoted investments were 
equal to their cost as shown above. 


(d) Stocks on Rental f mn 
Rental stocke were valued by the directors of Loyds, having regard to their anticipated 
useful life and to agreements entered into since the year end with associated 

companies for the realisation of the assets. This valuation approximates for the greater 
part to the value realised in the subsequent sale of Loyds Rentals Limited referred to 

in Note 4 on page [429]. 


(ei Issued Share Capital S f Pa 


366,500 (366,500) Ordinary shares of 5s. each 91,625 91,625 
5,751,071 (3,001,071) “A” Ordinary shares of As, each 1,437,768 750,268 
230,000 (230,000) 6 per cent Cumulative Preference shares of £1 

each 230,000 230,006 
1,425,000 (Nil) 17 per cent Convertible Redeemable Second 

Preference shares of £1 each 1,125,000 = 


£2,884,393 £1,071,893 


Ada (Halifax) Limited had an option to convert the 17 per cent Convertible Redeemable 
Second Preference shares into 4,500,000 Ordinary shares of 5s. each which they 
exercised with effect from 1st July, 1970. The “A” Ordinary shares were converted 

to Ordinary shares in September 1970, 73,300 Ordinary shares being issued to the 
Ordinary shareholders (other than Ada (Halifax) Limited) as compensation, The issued 
share capital then comprised the following:— 


230,000 6 per cent Cumulative Preference shares of £1 each £230,000 
10,690,871 Ordinary shares of 5s. each 2,672,718 
£2,902,718 





Ada {Halifax} Limited now owns 68.9 per cent of the Ordinary share capital. 


(f) Loans on Mortgage 

(1) Loans net repayable in full by 30th June, 1975 amount to £80,653 in total on which 
interest is payable annually at rates varying between 54 per cent and 6} per cent per 
annum. The present annual cost of meeting repayments is approximately £2,100. 


(2) Loans repayable in full by 30th June, 1975 amount to £423,688 in total, 
(g) Future Capital Expenditure 





{1} The amcunc of capital expenditure contracted for at 30th June, £ 
1970 amounted to 440,000 
At 29th June, 1969 Nil 





(2) The amount of capital expenditure authorised but nor. 
contracted for at 30th June, 1970 amounted to 


At 29th Jure, 1969 Nil 








(h) Taxation ; 

There were losses available at 30th June, 1970 to be set off for taxation purposes 
against future profits earned by certain Loyds Group companies. After allocating losses 
to offset taxation liabilities which could have arisen had certain assets been sold at their 
Balance Sheet values at 30th June, 1970, it is estimated that the amount available 

at that date to carry forward exceeded £1,000,000. 

No provision for taxation on capital gains has been made against the surplus arising on 
the valuation of property described in Note (a). 








REPORT OF THE AUDITORS 





REPORT OF THE AUDITORS 
to the Members of Ada (Halifax) Limited 


We have examined the annexed balance sheet and the annexed consolidated balance 
sheet and consolidated profit and loss account. The accounts of certain subsidiary 
companies have been audited by other firms. 


In our opinion the balance sheet and the consolidated accounts together with the 
summarised consolidated balance sheet of Loyds Retailers Limited (‘‘Loyds’’) and 

its subsidiaries at 30ch June 1970 set out in Note 16 on page [429] (which balance sheet 
has not been audited by us) and read in conjunction with the other notes on pages 
[429 to 43% ]}—particularly notes 3 (c) and 12 {b} relating to the basis of accounting 
adopted fer surcharges on bills of exchange and the basis of bad debt provisions 

in the accounts of associated finance companies—comply with the Companies Acts 
1948 and 1967 and give respectively a true and fair view of the state of the Company's 
affairs at 31st December, 1970 and a true and fair view of the state of affairs and of 

the profit of the Group subject to the following:— 


(1) in the absence of audited accounts of Loyds for the six months from 1st July, 

1970 {witk effect from which date Loyds became a subsidiary of the Company) to 

Ziler December, 1970, we are unable to form an opinion as to the extent of the 
Company's proportion of any profit or loss of Loyds for chat period and in particular, 
having regard to note 3 (a) on page [429], as to the need for any provision in this respect; 


(2} having regard inter alia to the information given in note 3 (a) on page [429], we have 
been unable to satisfy ourselves as to the existence of profits to cover the income 
brought into the accounts of the Company and one of its subsidiaries in 1969 and 1970 
by way of dividends from Loyds and certain of its subsidiaries out of their accounts 

for periods of twelve or eighteen months ended 30th lune, 1970. 


Peat, Marwick, Mitchell & Co., 
Landon Chartered Accountants. 


19th August, 1971 
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City Notes 


HEAD of the International Monetary Fund and World 

Bank meetings in Washington, financial markets have been 
quiet although not necessarily apprehensively so. The pre- 
liminaries to the IMF meeting in the shape of the meeting in 
London of the Group of Ten followed by the Caribbean 
meetings of the Commonwealth Finance Ministers are little 
worth-while guide to the main event. 

The London meeting of the Group of Ten predictably 
showed that whereas the non-dollar view is that the dollar has 
sacrificed too little and has demanded too much, the United 
States view is precisely the reverse. The currency world still 
owes the dollar more of a living than it has been offered so far. 

The difficulty of translating all this into terms of investment 
decisions in the stock-market has been a bit too much for the 
system and as a result the volume of stock-market turnover has 
fallen from its recent respectable height. There may be some 
relief in clinging on to currency uncertainty as a reason or 
excuse, for stock-market inactivity. 

There are too many good class equities standing at or near 
the year’s peaks for new equity investment to be immediately 
justified on any grand scale. There is still considerable faith 
placed in the equity market’s 1972 performance. At the same 
time, late September is just a little early to begin the 1972 
performance, even granting the stock-market’s ability to forecast 
events well ahead of time. 


Kë $ Kg * 


NOTHER factor making for lower stock-market turnover 

is ~ or was, according to whether or not the market has the 
time-table right — the early anticipation of a major rights issue 
by British Petroleum. This major financing operation involving 
the Government through the Treasury commanding stake in 
the company has been long foretold. Two years ago it was being 
talked about, but new developments in the Middle East and 
anticipation of the finalization of the Alaskan pipeline develop- 


ment and its financing are considered to have made the timing 
of the rights issue imminent. The background of the operation 
is expected to be the strength of BP’s North Sea oil potential. 
Recently the BP indicated current year net earnings of the order 
of {160 million, compared with {91 million last year, and that 
range of earnings expansion will provide a multi-million rights 
issue with a solid base. 


* $ * E 


EVINGTON LOWNDES, the London-based pensions, 

estate duty and life assurance consultants, have lately 
opened offices in Manchester at 26 Cross Street. The office is 
linked to the company’s extensive range of computer programs 
in London. The company’s London team travel to any part of 
the country, but with the new Manchester office, clients in the 
North will be provided with a faster, on-the-spot service. 
Opening of the Manchester office indicates Bevington Lowndes’s 
own expansion, but it also demonstrates the increased demand 
existing for this type of specialized service. 


kK * * * 


R RUPERT NICHOLSON’S statement on the Rolls- 
Royce situation was a nice exercise in stating the facts 
without necessarily raising hopes that might be unjustifiably 
drawn. “The outcome of the negotiations cannot yet be foreseen 
and therefore it is not possible to say whether the Rolls-Royce 
equity has no value’ are words that mean precisely what they 
say, but hope immediately suggests that if it is not possible to: 
say whether the equity is valueless, then the equity could be of 
some value. | 
But even the hopeful cannot afford to overlook Mr Nicholson’s 
emphasis of the point that a substantial sum will be needed to 
pay debenture holders and unsecured creditors in full and that 
negotiations will be complex and may be protracted. 


RATES AND PRICES 


Closing prices, Tuesday, September 21st, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44% ; 
24% surrendered for cash; Personal 4% 


Foreign Exchanges 


Bank Rate 
Nov. 18, 1967 .. . 8% Mar. 5, 1970 ,, 7% 
Mar. 21, 1968 14% April 15, 1970... eier. -7% 
Sept. 19, 1968 .. e 7% April 1, 1971 ics -- 6% 
Feb. 27, 1969 .. ,, 8% Sept. 2, 1971 ss ve 5% 
Finance House Base Rate — September ist, 1971. 64% ` 
Treasury Bills 
July 16 £5: 53 396% Aug. 20 .. £5°8288% 
July 23 .. £55638% Aug. 27 .. £58052% 
July 30 , £55642% Sept. 3 .. £49165% 
Aug. 6 ,, £56301% Sept. 10 ,, £48633% 
Aug. 13 £57252% Sept. 17 . £48049% 
; Money Rates l 
Day to day .. 3-44% Bank Bills 
7 days Ce 3-5% 2 months DEE KA 
Fine Trade Bills 3 months 4-5 t% 
3 months .. 54-64% A months 4#-5 p% 
A months .. s464% 6 months 54-54% 
6 months .. 53-71% 


New York .. a 24747 Frankfurt 8:2900 
Montreal : 2°5027 Milan I515ʻ00 
Amsterdam .. 8:4200 Oslo 17'0025 
Brussels . 117'22 Paris Ss 13°6805 
Copenhagen . 18'0350 Ziirich oa 9°8300 
Gilt-edged 
Consols 4% ge ,, 45$ Funding 64% 85-87 88 
Consols 24% ga .. 284 Savings 3% 65-75 90%" 
Conversion 34% .. .. 40 Treasury 9% 1994 104% 
Conversion 54% 1974 .. 98 Treasury 64% 1976 , OOF 
Conversion 6% 1972 .. 10048 Treasury 34% 77-80 .. 824 
Funding 34% 99-04 .. 49¢ © Treasury 34% 79-81 .. 80 
Funding 4% 60-90... 98% Treasury 5% 86-89 . 714 
Funding 54% 78-80 .. o1% Treasury 54% 08-12 66¢xd 
Funding 54% 82-84 .. 87 Treasury 24% 28} 
Funding 52% 87-91 ..° 764 Victory 4% re 994 
Funding 6% 1993 .- 764 War Loan 34% .. 414 
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Cost Accountants at Cambridge 


ANAGEMENT accountants share 

‘an uncommon body of knowledge’ 
which distinguishes them from other 
professions and from all other bodies of 
accountants. Speaking at the annual 
summer school of The Institute of Cost 
and Works Accountants at St Catharine’s 
College, Cambridge, last week, the 
President of the Institute, Dr J. M. 5. 
Risk, B.COM., C.A., F.C.W.A., J.DIP.M.A., 
F.C.I.S., defended the Institute’s decision 
to petition for a Royal Charter. It was 
important, he said, that a management 
accountant should be seen to rank 
equally with those accountants who were 
concerned with auditing, taxation and 
other matters of a quasi-legal nature. 


Increasing profits 


Replying to the toast of “The Institute 
of Cost and Works Accountants’, pro- 
posed at last Friday’s dinner by Sir Eric 
Richardson, Dr Risk said ‘No other 
substantial body of accountants in this 
country concentrates solely on helping 
companies to increase profits, and all 
organizations to cut out waste and reduce 
costs. Our premier position in manage- 
ment accountancy will not be maintained 
merely by claiming it, but by the actions 
of members and of the Institute itself 
further to improve our standards and 
qualifications.’ 

Amongst those who presented papers 


IT ail i = 





to the school, the Rt Hen. Lord Brown, 
P.C., M.B.E., spoke on ‘Product analysis 
pricing’ and returned to the thesis of ‘the 
sum of physical properties’ which he 
had previously developed in his book 
Product Analysis Pricing, jointly with 
Elliott Jaques. He illustrated two inci- 
dents from his own experience which had 
caused him to question the accepted 





Four members in discussion, /eft to right, Mr R. A. Drury, Mr D. J. Bourne, Mr G. W. D. Fox, 


A.C.W.A., and Mr G. Harrison, A.C.C.A., A.C.W.A. 





Mr M. H. Walters, C.B.E., Secretary of the Institute, /eft, and Mr H. J. Slater listen to a point made 
by Mr J. E. Smith, B.Sc., F.C.W.A., J.Dip.M.A., Chairman of the Institute's Education Committee 
and a session chairman. 


basis of allocation of overhead charges to 
products. 


Contribution pictures 


Mr T. E. Heywood, F.C.A., J.DIP.M.A., 
introduced the concept of ‘Contribution 
pictures’. He defined a ‘parcel’ of business 
as the sale of one product to a given 
customer in a given time-period, or as any 
aggregate thereof, such as products by 
departments, countries, regions or pro- 
duct groups. He developed mathematical 
formulae to show the contribution of any 
parcel to profitability, and demonstrated 
the use of ‘customer or market pictures’, 
giving an overall look at a particular 
customer or market; and ‘product pic- 
tures’, giving a look at each product 
in the view of all customers or markets 
for that product. This technique, de- 
veloped by the central management 
services team of ICI, represents a valuable 
fresh approach to the problem of optimiz- 
ation, and the use of computers for this 
purpose is the subject of patents held 
by ICI Ltd. 


Price discretion 


Professor G. S. C. Wills, B.A., D.M.S., 
of Bradford University, spoke on ‘Price 
discretion’ and introduced a case study 
on the problems of a brewery group 
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a speaker, right, in conversation with Mr J. A. Morris and, centre, Mr P. W. Bean, F.C.W.A., 


M.I.M.C., a session chairman. 
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whose research chemists had developed 
a beer which could be sold at a con- 
siderably lower price than the. group’s 
existing leading brand whilst still yielding 
the same percentage net margin. The 
advertising agents, on the other hand, 
were reluctant to see years of marketing 
investment in the existing brand dissi- 
pated and felt that a new product would 
only confuse the drinker! 


Future of management 
accounting 


The Institute, which has already an- 
nounced its intention of applying the 
present minimum university entrance 
requirements to all registered students 
as from January 1973, plainly intends to 
establish and maintain its position as the 
premier body in those aspects of manage- 
ment accounting which, in its President’s 
words, are either ‘excluded or merely 
touched on by those in other fields of 
accounting’. 





Modern Developments in Auditing 


Teacher Training Course 


F MI ODERN developments in auditing’ 

was the subject of a course for 
teachers sponsored by The Institute of 
Chartered Accountants in England and 
Wales, held last weekend at Wolver- 
hampton Technical Teachers’ College. 
In welcoming over 30 teachers, drawn 
widely from both the public and private 
sectors, Mr R. F. Griffiths, F.C.A., a 
member of the Council, emphasized the 
interest of the Institute in the raising of 
educational standards and the importance 
of exchanges of views between practising 
and teaching members of the profession. 


Flow-charting 


Mr P. J. Rutteman, B.sc.(ECON.), A.C.A., 
in discussing the relevance of flow- 
charting to the review of audit procedures, 
expressed the view that flow-charting 
was appropriate where the client’s system 
becomes complex and other forms of 
recording the system are unwieldy. 
Flow-charting, he said, was not appro- 
priate where no internal control exists 
such as in some small businesses or 
where the systems are obviously very 
weak or flexible. Besides their use in 
evaluating internal control, flow-charts 
could be used for obtaining a rapid 
understanding of the system in future 
years and to explain systems’ weaknesses 
‘to the client. 


The subsequent working of a case study 
revealed widely-varying levels of artistic 
attainment amongst the course members. 

Mr B. I. Myers, B.sc.(ECON.), A.C.A., 
outlined the considerations involved in 
determining the scope of audit tests in 
the procedural and balance sheet areas. 
In most cases, he said, the identification 
of procedural weaknesses as a result of 
limited reviews of individual transactions 
would not require an extension of the 
scope of checking of those transactions, 
but would require careful consideration 
in determining the extent of work on the 
related balance sheet areas. 

Statistical sampling, in the words of 
Mr B. D Smith, B.sc.(ECON.), A.C.A., 
was not a technique divorced from the 
basic objectives of the audit. The use of 
statistical sampling provided the auditor 
with a more objective and defensible 
approach than the traditional judge- 
mental or haphazard methods. Mr Smith 
gave a number of examples of the success- 
ful use of the technique in practice. 

In attempting to define ‘material’, 
Mr R f: Walls, M.A, ES. ACA., 
referred to the fact that the word was 
used in many places but defined nowhere. 
The concept of materiality was central to 
the determination of whether accounts 
showed a ‘true and fair view’, and he 
thought that it might be necessary to 


establish objective percentage guidelines 
in defining what is or is not material. 
He hoped that the Accounting Standards 
Steering Committee would give the 
matter consideration. 


Auditing with a computer 


The final lecture was given by Mr 
J. F. Drew, pa, F.c.a., In discussing 
practical examples of auditing with a 
computer, he explained the uses of 
computer audit programs both in package 
and tailor-made form and the use of test 
pack techniques. He pointed out that 
the main use of a computer audit pro- 
gram was in the verification of assets and 
liabilities, whereas the test pack is used 
to corroborate the correct functioning of 
an accounting system as part of a pro- 
cedural review. 

In addition to the formal lectures, 
members of the course discussed ac- 
counting principles, with particular refer- 
ence to accounting for the results of 
associated companies, and the Institute’s 
proposals on education and training. 
There was considerable support for a 
more intellectually demanding Final 
examination in auditing, with emphasis on 
case-study type questions with a wide 
choice for examinees. 
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Letters 


Accounting for Inflation 


Sir, — I should like to correct one important mistake in the 
report in your September 16th issue of my own address to the 
ICA’s summer conference at Cambridge. 

On the question of supplementing accounting for inflation 
by additionally changing over to replacement cost accounting 
you reported me as having said ‘This was a change which the 
Institute did not at present recommend; for one reason alone, it 
would greatly increase the area for subjective judgement in the 
preparation of accounts. . ..’ I did indeed mention this as one 
reason; I described it as the ‘timorous’ one. But I said that a 
much more cogent reason in my view was the fact that there is by 
no means general acceptance of the proposition that the capital 
required to maintain the activity of an undertaking is a pre- 
determinable amount which must remain unchanged despite 
‘real’ changes in the prices and quantum of the requisite net 
assets. On the contrary, there is wide support for the view that 
if, inflation apart, ‘real’ changes in relevant prices or other 
circumstances necessitate a larger, or permit a smaller, invest- 
ment in ‘real’ terms, the change should be met by bringing in or, 
as the case may be, withdrawing capital — not by reducing or, as 
the case may be, increasing the amount reported as net income. 


Yours faithfully, 
London EC2. W. E. PARKER. 


[Whilst the phrase ‘for one reason alone’ presumes the existence 
of others, we regret that the inevitable compression of the con- 
ference papers should have led to the omission of what Mr Parker 
plainly intended as a material part of his argument. — EDITOR. | 


Causes of Inflation 


SIR, — I read in journals dealing with accountancy and economic 
matters articles, letters and comments relating to inflation. 
Companies’ inputs and outputs, wage restraints, consumer 
demand, consumer spending, monetary and financial measures 
are discussed at great length, but the reason for inflation is not 
made clear. 

Inflation is defined in the Oxford English Dictionary as ‘the 
increase beyond proper limits, especially of prices, the issue of 
paper money’, and for all practical purposes is the fall in the 
purchasing power of money. It is caused, I consider, by the 
human and his inability to grasp the working of the natural 
world. It is a problem of energy, energy being human physical 
and mental power, food, raw materials, fossilized fuels, radiation 
from the sun, soil, air and water. 

The ways in which these factors are managed increase or 
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decrease the rate of inflation, and the higher the rate of wastage 
(viz., use for a non-essential purpose) the higher the rate of 
inflation. Man, in order to live, requires food, shelter, clothing, 
mental stimulation and a purpose in life. By living without using 
raw materials and fossilized fuels (which are both stored energy) 
all man’s requirements are self-renewing. Using the energy 
stored in raw materials and fossilized fuels, man is able to use 
less of his own physical energy for producing essentials and 
consequently has time on his hands. 

Man must, however, be occupied and he has, unfortunately 
for the world, developed a love for materialistic pleasures and 


. wealth rather than intellectual satisfaction and happiness. ‘This 


has resulted in the use of his own physical energy and stored 
energy for non-productive purposes and, in my opinion, is the 
cause of inflation. Three examples of wastage or unnecessary 
expenditure are: 


(1) The packaging industry, which only manufactures articles 
to be thrown away. Presumably, when this type of company, 
through the management skills of intelligent men, makes 
high profits, it is praised for its contribution to the balance 
of payments, etc. In fact, the greater their production, 
growth rate and profit, the greater their contribution to 
inflation. 

(2) The motor-car, which is used by man as a substitute for 
legs and more simple forms of transport, is a considerable 
contributor to inflation, for the majority of vehicles on 
the road today produce nothing, only giving pleasure to the 
users at the time. 

(3) Advertising, and in particular the advertising of food, which 
is quite unnecessary since we must eat to live. 


It follows from the above that the higher the standard of 
living the greater the rate of inflation unless one country or 
social cłass can maintain a high living standard at the expense 
of another country or class. 

Inflation would, therefore, appear to be directly related to 
energy wastage, increased by the growing dislike of manual 
work which is encouraged by lower rates of pay for physical 
effort as against mental effort; it can only be controlled by a 
strict curb on human pleasure activities and by avoiding waste. 
Education would be needed to take men out of the materialistic 
way of hfe into a more mental and intellectual field of happiness, 
not relying on material wealth and power. This would mean a 
radical alteration of the standards of our present way of living 
to achieve a more natural way of life. 

Certain of the statements above may seem to be far removed 
from the sober world of accountants and economists who deal 
with financial matters, but money is after all only a convenient 
way of valuing energy. This energy principle can be applied 
to the accounts of companies and every item shown on the 
balance sheet and profit and loss account. If an attempt is made 
to follow this energy flow through society and industry, one 
appreciates the complex nature of modern life. 

It is virtually impossible for the human mind to grasp all sides 
of the problem and it is no wonder that the problems of today 
are insoluble. I consider that in order to solve inflation and sur- 
vive we must simplify our way of life as soon as possible. 


Yours faithfully, 
STOIC. 
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ACASS Achieving Results 


Half-yearly Council Meeting 


HE value of holding a half-yearly 

Council in addition to the annual 
conference was more than justified by the 
results of the meeting of the Association 
of Chartered Accountant Students’ 
Societies held at Owens Park Hall, 
Manchester, last Friday and Saturday. 

Attended by some fifty Council mem- 
bers representing almost all the student 
societies throughout England and Wales, 
together with the ACASS Executive 
committee and two representatives from 
the Irish Chartered Accountant Students, 
the chair was taken by the President of the 
Association, Tony Cross, B.A., A.C.A., who 
conducted the proceedings during the 
two days’ discussions. 

His first task after opening the Council 
on Friday afternoon was the customary 
introduction of the secretary, David 
Gilks, A.c.A., members of the Executive, 
and each Council member in turn. The 
secretary then presented his report on 
progress made during the previous six 
months, and after a brief résumé of the 
work undertaken by the Executive, he 
handed over to the Board Chairmen for 
more details of their individual areas of 
responsibility. 

Speaking first, Bill Dorman, Chairman 
of the Education Board, soon made it 
clear that a considerable amount of work 
had been done in recent months. He 
presented a formidable list of achieve- 
ments and items in progress which could 
not fail to impress all present. Perhaps 
the most valuable and concrete success 
was the recent publication of the In- 
stitute’s proposals for discussion entitled 
‘A Policy for Education and ‘Training’ 
(The Accountant, August 12th). It was 
felt with justification that this report had 
been brought about as a direct result of 
ACASS action in this field over the last 
year. 


Matters for immediate comment 


The Council spent some time discussing 
the proposals and agreed that the follow- 
ing six points required immediate ap- 
praisal and comment: 

(1) The placing of the nine-month 
course outside articles virtually ex- 
tends the period of training to almost 
five years. 

(2) It is impossible for a graduate with 
a non-approved degree to complete 
his studies within the terms of his 
articles. 


(3) The concept of substantial periods 
of full-time oral tuition as essential 
to the students’ training is one 
which has been sought by ACASS 
for some years. 

(4) The introduction of the training 
record was welcomed by ACASS as 
another long-standing policy. 

(5) Similarly ACASS has suggested on 
numerous occasions a system of 
referral. 

(6) The post-qualification examination 
for Fellowship was a subject which 
had never been discussed by ACASS. 
It was agreed that this was outside 
their area of responsibility. 


The shortcomings of the Institute’s 
report were also discussed. These in- 
cluded observations that the proposals 
were principally theoretical with little 
guidance for their practical implementa- 
tion. The position of articles and, indeed, 
recruitment was not mentioned, nor was 
the concept of transferability of articles 
in the new system. Finally, the Council 
passed a resolution noting the proposals as 
a major step forward and the executive 
undertook to submit detailed criticisms 
to the Institute in the near future. 


London es levy burden 


The final hour on Friday afternoon was 
devoted to finance. Undue publicity had 
exaggerated recent developments in Lon- 
don CASS over their share of the annual 
subscriptions. Quite correctly, London 
felt that under the present system, 
whereby ACASS paid the accommoda- 
tion and travelling expenses of all the 
Council members, they were subsidizing 
the smaller societies. After reasoned 
discussion an equitable agreement was 
arrived at in that in future individual 
student societies will pay for the ac- 
commodation and the first £3 of any 
travelling expenses for their Council 
members. 

The principal guest at dinner in the 
evening was Professor B. J. Carsberg, 
M.SC., F.C.A., of the Department of 
Economics and Business Finance, 
Manchester University. As recently an- 
nounced, Professor Carsberg is supervising 
a research project into inflation account- 
ing and from his speech it was clear that 
the problems are of an extremely 
complex nature. He suggested that an 
element of science was creeping into 
accountancy, which would involve a 
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logical process of deduction and em- 
pirical testing. Good theory, he said, has 
to be practical by definition and the 
current method of presenting informa- 
tion as historical accidents does little to 
assist shareholders in making any sort of 
judgement for the future. 

Saturday morning commenced with a 
discussion, led by Tony Robinson, 
B.A., A.C.A., Chairman of the Conditions 
of Employment Board, on the future 
training of student accountants. Once 
again it was unanimously agreed to seek 
free transferability of articles, if indeed 
the necessity of articles is not to be super- 
seded by the training record. 


Need for more ‘local’ grants 


It was decided to put aside the objective 
of obtaining tax relief on educational costs 
and cost of books for the time being. A 
far more useful aim for immediate 
action was to pursue the possibilities of 
obtaining as a matter of course local 
education grants. Although many author- 
ities already give grants it was agreed that 
those who do not should be persuaded 
that this would be a desirable case. 

Information which is at present dis- 
tributed to prospective articled clerks and 
to new students is insufficient in detail 
and of little practical benefit. It was noted 
that London CASS has been working on 
this problem and that together with the 
Executive they would be presenting a 
suggested ‘Handbook of Information 
for New Students’ to the Institute in the 
near future. 

The Council gave its unanimous 
approval to the Institute’s training 
record (The Accountant, August sth). It 
was further recommended that interim 
summaries of the document should be 
submitted to the Institute at least twice 
during the student’s period of service 
to ensure that the experience he is 
receiving is adequate. It was agreed that 
the articled clerk should sign the record 
as a true summary of his articled service. 

Margaret Fray, Chairman of the 
Services Board, presented a report on the 
feasibility of student membership of 
the Institute, which was commissioned by 
last year’s annual conference. It suggested 
that student membership is not desirable, 
but on the other hand the Executive 
should continue to press for the benefits 
and rights which would have followed 
such a step. These include receipt of 
Institute publications and the right to be 
represented on the Institute Council and 
on the relevant Institute sub-committees. 

Communications was a topic which 
was mentioned a number of times during 
the Council. In an effort to improve 
communications between ACASS and its 
member societies the Executive proposed 
to issue an ACASS file for the permanent 
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retention of documents such as con- 
ference minutes and policy statements. 


Relations with other bodies 


An encouraging proposal by Hull CASS 
recommended member societies to strive 
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for greater liaison with other student 
accounting bodies, despite the now some- 
what distant failure of integration. The 
purpose of establishing closer contacts of 
this nature was stressed as being both 
beneficial and sensible. 
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The Council ended on Saturday 
afternoon leaving members in no doubt 
that results were being achieved and the 
Executive with a clearer picture of their 
role for the remaining half-year of their 
term of office. 





A Case for Forward Planning 


by PETER R. PENNINGTON LEGH 


Chairman, Reading Branch, London CASS 


T is regrettable that the plethora of 

ideas and action currently emanating 
from the student movement is not in 
consolidation of a history of continuous 
achievement. In the same way as the 
road builders seem to plan for yesterday’s 
traffic instead of as far into the future as 
it is feasible to project, a large proportion 
of the effort expended by the Association 
of Chartered Accountant Students’ 
Societies is concentrated on the correc- 
tion of anomalies in the existing structure 
instead of creating a structure which will 
not suffer from the same inherent un- 
workability. 

For reasons I will refer to later, I 
believe it is possible to criticize the current 
student effort in the profession of failing 
to achieve credibility at grass roots level 
before embarking on national crusades 
which in many cases do not have the 
endorsement or approval of the minority 
regions for which ACASS primarily 


exists. 


The London malaise 


I am becoming increasingly impervious 
to the continuing problems of the 
London CASS. On the one hand, 
London attempts to fulfil a role which in 
time will be taken over by ACASS, 
whilst on the other it fails to fulfil a role 
which the smaller societies encompass 
with far greater success. If we accept that 
the malady exists, we must attribute it 
to some contributing factors which I 
believe can be summarized as follows: 


The Society’s relationship with its members 


Those whom we elect with so little 
concern, view the function of the Society 
completely out of focus. For example, a 
travel guide to London would be at 
pains to point out the divers faces of 
the City, and a sales manager would 
instantly recognize that his product must 
be sold in the various areas in different 
ways; and that is exactly what London 
does not do. It is selling a product yet 
aiming for one market. It also mis- 
guidedly assumes that the consumers in 
Totteridge and Tottenham are identical 
and fit their conception of the average 


student. It is more true that the require- 
ments in Piddletrenthide and Plas 
Newydd are parallel than Finchley and 
Finsbury Pavement. London’s relation- 
ship with its students is that of a short- 
sighted benefactor who is unable to 
recognize his beneficiaries or judge their 
position, and consequently the con- 
siderable reward goes down the drain. 


London’s size relative to ACASS, and 
its relations therewith 


London suffers from a fear that it has to 
abdicate its unique position in favour of 
the product of its invention. But 
abdicate it must and somehow lead 
ACASS into the position, in national 
terms, which London has held (with 
distinction rather than success). It must 
become an integral part of a homo- 
geneous ACASS. 


Uses and abuses of power 


Those in power at London Wall seem 
to inherit the legacy of seeing all things 
in terms of absolutes. Consequently, the 
effect of their power is absolute. The 
decisions, made as if the boundaries of 
their domain were Moorgate and Cheap- 
side, influence 17,000 members, of 
which they represent 10,000 directly. 
The power which this vast majority 
wields should never exist, even if under 
a moderate administration the use of it 
is withheld because they can see beyond 
Hampstead Heath (and there is no 
denying how effective its power can be 
to the good in these circumstances). It 
is possible, however, to visualize the 
implementation of an isolationist policy 
in London ostensibly introduced to 
concentrate finances directly on London 
without having to subsidize their pro- 
vincial cousins. 


London CASS is the Colossus yet its 
problems are analogous to the problems 
latent in ACASS and a principle which 
London often ignores is that we must see 
things in national terms first and even 


` then view a wider panorama than anyone 


seems willing to do at present. More- 
over, although I will concede that they 
show admirable cognizance when dealing 
with problems they recognize, the ad- 
ministrations of both London and ACASS 


limit the compass of their concern to 
things which are happening or are con- 
substantial with the prognostications of 
the Institute. Perhaps this is the fault of 
the inhibiting structure and not the 
members. 


Reconstitution of the national 
body 


On the ultimate responsibility of the 
student movement, which at present can 
often be confused with the agenda for the 
following year’s conference, there is a 
deplorable lack of definable objects and 
virtually no blue-print for the future. 
With this in mind, I would strongly 
suggest that the national student body 
will be unable to function to its maximum 
effect until considerable change embody- 
ing the following elements is imple- 
mented: 


(1) The comprehensive reconstitution 
of the national student body and 
more specifically the fragmentation 
of London into manageable units. 
By this I do not mean an ad hoc 
change in the voting or levy systems, 
but a rethink on the structure in the 
face of accelerating change. 

(2) The preparation of successive policy 
documents parallel to the declared 
intentions of the senior body, pro- 
viding guidelines for the Association 
and for its constituent societies on 
every matter which is anticipated or 
can conceivably come within their 
respective ambits. Included should 
be a definition of the problems now 
facing the student body and those 
it will encounter, giving suggestions 
on what remedial action will be 
taken or is recommended. 

(3) A futuristic projection of the type 
of society it would be most desirable 
to obtain — an assessment of prob- 
abilities, or to quote a cliché, ‘A 
plan for the Sos The expansion of 
this suggestion is unnecessary but 
its broad implications should be 
obvious. We should start with the 
future and work backwards. 


On the question of reconstitution, I 
argue that there must be an optimum 
size of society before the advantages of 
personal contact and local knowledge 
diminish as the size gets too big to handle 
efficiently. It may be paradoxical, but the 
principal asset of the smaller society is 
its parochial restriction; the scale of 
activity is inevitably reduced, but the 
percentage participation is proportion- 
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ately increased. If it is possible to 
centralize all the economic merits of 
lower administration costs per head, it 
follows that this optimum size should be 
introduced and maintained if the student 
body is to respond to the accelerating 
rate of change evident in our normally 
pedantic professions. 

The wider academic and professional 
development, inasmuch as it is the 
responsibility of the student body, must, 
by virtue of its magnitude, be undertaken 
by that body as a whole and not in a 
fragmented way by any part. Any 
reconstitution should concentrate these 
broader responsibilities in an overall 
centralized administration which would 
delegate matters of local importance to 
the regional sub-units. 


Proportional representation 


The realignment of society boundaries 
would be at the expense of the present 
anomalous system of district-society 
related areas, an arbitrary delineation 
which results in the present troublesome 
disparities and inequitable differences in 
society standards. The essential aim of 
every representative body is to reproduce 
the elements of democratic theory, called 
by Theodore Parker “The American idea’, 
and uphold the principles of uncom- 
promised equity. The only way to achieve 
this within the bounds of administrative 
feasibility is to abide by the ideal of 
proportional representation. Perhaps the 
distribution of the franchise in Ulster 
might act as a topical salutary illustration 
of the extreme effects of Westminster 
constituency principles given anything 
but stable conditions. The structure at 
present is somewhat reminiscent of 
Rotten Boroughs. 


National subscription rate 


I believe the word ‘student’ should dis- 
appear for ever just as the word ‘articles’ 
has been replaced by ‘contractual period’. 
I fail to see why this and other changes 
contained in the integration package 
should be abandoned. Similarly, the 
introduction of a national subscription 
rate was a part of that package and if we 
look carefully at the arguments against 
this (which primarily rest on the differ- 
ences in circumstances and facilities in 
the societies), and even if we ignore the 
fact that these will be obviated if a re- 
structure is envisaged, differences should 
not exist because the smaller societies 
with the lower rates would be able to 
provide better activities if they raised 
their subscriptions to the national parity. 

It is worth while pointing out that the 
profession desires to attract the products 
of universities and business schools who 
in future years will form a majority of 
the society membership. It is hardly good 
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public relations, therefore, to expect 
them to be compulsorily press-ganged 
into returning to a world they thought 
they had left behind. ACASS should 
either press for its own extinction by 
being swallowed by the Institute, or so 
reconstitute its structure to form a 
national junior professional body quali- 
fied to represent the current and future 
generations of students. 

At present, I detect a drift towards 
complacency, as if finding its identity was 
the raison d’être of the whole movement. 
I predict we shall all be told what tre- 
mendous things are going to happen and 
what Herculean efforts have been em- 
ployed on our behalf in achieving the 
invaluable advances so far. For all the 
good it has done the average trainee in 
20 years from now it might be better to 
announce that by order of a subcommittee 
created especially for the purpose, ‘pigs 
will fly’. There are huge areas of possi- 
bility and probability which remain 
unexplored. 


All change 


I do not relish being considered the un- 
constructive voice in the wilderness 
screaming ‘all change’ at everything 
that moves (or doesn’t move). I just wish 
more people would look at the socio- 
logical metamorphosis the world is 
painfully going through, at the tech- 
nological advances made, and the hitherto 
inconceivable disorientation of what we 
thought to be ‘fixed’ in a world of ‘vari- 
ables’ and ask themselves ‘can this 
happen even to this profession or are we 
divorced from the industrial, commercial 


and social machinery we ostensibly 
service?’ 
But even if ACASS countenanced 


change and even if they set up a future 
policy “Think-tank’, there is little pos- 
sibility that anything worth while will 
be achieved with its head in the future 
and its feet entrenched in the past. 


LETTERS TO ROUNDABOUT 


Private Tuition in Accountancy 


Sir, — Mr Terence Webb (‘Roundabout’, 
September 2nd) knows his onions when 
he says ‘the value for money given by 
correspondence courses is beyond ques- 
tion’, but what statistics does he have to 
back up his assertion that ‘the majority of 
articled clerks have demonstrated their 
preference for oral tuition’? 

In my experience oral tutors frequently 
recommend students to have as back- 
ground reading a well planned corre- 
spondence course. After all, the hours 
spent in the oral class are just not enough 
to see a student through his examination. 

Municipal accountants are increasingly 
taking advantage of the schemes of 
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integrated oral and correspondence tui- 
tion, arranged between my College and 
several polytechnics and technical col- 
leges. The interesting feature of these 
schemes is that instead of suffering from 
tuition which may possibly conflict, the 
student enjoys integrated tuition. 
Perhaps chartered accountants should 
follow the lead of their municipal cousins. 


Yours sincerely, 


D. M. YOUNG, F.c.1.s., M.B.I.M., 
Deputy Principal, 
THE RAPID RESULTS COLLEGE. 

London SWr9. 


Exeter’s Education Problems 


SIR, — With reference to the article 
(‘Roundabout’, August 12th) relating to 
Exeter’s education problems, I have 
since met the Chairman of the Exeter 
CASS to ascertain the source of state- 
ments made in this report. 

It appears that there is no record of 
the opinions said to have been expressed 
by unidentified students relating to the 
full-time course for articled clerks at 
Plymouth Polytechnic. Indeed, it would 
be surprising if there were, as this course 
has not yet been run at Plymouth and 
there is no recent record that any student 
from the Exeter Students’ Society has 
attended a chartered accountants’ course 
at Plymouth Polytechnic. It would be 
interesting to know on what source of 
information their criticism was based. 

Regarding the ‘day a fortnight’ super- 
vision of correspondence courses which 
the article states are ‘now being tried out 
in Plymouth’, I must point out that such 
courses have been in operation during 
the past eight years and that the record of 
passes has been excellent. 

In order that prospective students are 
not misled by the inaccurate report 
published from the Exeter Students’ 
Society, I should mention that the nine 
months’ full-time course for articled 
clerks, conducted by experienced and 
fully qualified staff, will operate at 
Plymouth Polytechnic as from September 
27th, and that late applications are 
invited from eligible articled clerks. 


Yours faithfully, 
P. S. BEBBINGTON, 


Head of Department of Management, 
Business Studies and Social Science, 


PLYMOUTH POLYTECHNIC. 


[Our article was based on information 
supplied by the Chairman of Exeter CASS 
who now informs us that after further 
investigation it is felt that the courses at 
Plymouth are adequate with regard to 
present standards, but it must be borne in 
mind that their classes are very small due 
to lack of support, so past records are not 
really representative of standards. — Editor.] 





PROFESSIONAL NOTICES 


PANNELL Fitzpatrick & Co, Chartered 
Accountants, of 7 George Road, Edg- 
baston, Birmingham, and 49-50 Cal- 
thorpe Road, Edgbaston, Birmingham, 
announce that on September 30th, 1971, 
they are moving from both offices to new 
premises at Lee House, 6A Highfield 
Road, Edgbaston, Birmingham; tele- 
phone 021-455 0431. 


FREEAR & PARTNERS, Chartered Ac- 
countants, of Oldham, announce with 
regret the death of their retired partner, 
Mr CYRIL FREEAR, F.C.C.A., who died 
suddenly on September 3rd. 


CRAIG GARDNER & Co, Chartered 
Accountants, of Gardner House, Balls- 
bridge, Dublin 4, and at Belfast, announce 
the appointment of Mr KENNETH J. 
RUMBALL, F.C.A., A.C.W.A., as administra- 
tion manager of the firm with effect from 
October 1st, 1971. Mr RUMBALL has been 
with the firm for 16 years and for the last 
four years he has been an executive 
director of CRAIG GARDNER Co. 


EDMUND R. Gipps & Co announce that 
Mr ANTHONY ANDREW ADAMS, A.C.C.A., 
was admitted to partnership with GIBBS, 
FRENCH, CocKING & CUMMINGS with 
effect from September "et, 1971. The 
firm will continue to practise under the 
name of EDMUND R. GIBBS & Co. 
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The partners of MELLORS, BASDEN & 
Co announce with deep regret the death 
of Mr E. T. LEWIS, F.C.A., on September 
15th after a short illness. Mr Lewis had 
been associated with the firm for nearly 
20 years and a partner since 1959. 


Rowan & Co, Chartered Account- 
ants, announce that Mr Matcoim HIGH, 
A.C.A., has been admitted to the partner- 
ship as from October Ist, 1971. 


SCHWARZ, Fine, ABRAHAMS, GORVY & 
KANE announce the formation of an 
international partnership which will prac- 
tise in South Africa under the name of 
Jenks Lanpau & Co — SOUTH AFRICA. 


APPOINTMENTS 


Mr E. H. Hogan, a.c.w.a., has been 
appointed director of finance of Lansing 
Bagnall. 


Mr Stephen Lovibond, A.C.A., has 
become financial controller of J. C. 


McLaughlin. 
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Mr S. Lovibond Mr |. Tulloch 
Mr Iain Tulloch, c.a., has been 


appointed executive accountant of ‘Thomas 


Hinshelwood & Co. 


Mr P. B. Holland, F.c.a., has been 
appointed treasurer of Alcan Booth 
Sheet, of Birmingham, and Mr H. K. 
Porter, F.C.A., F.C.W.A., J.DIP.M.A., has 
become treasurer of Alcan Booth Extru- 
sions, of Banbury. 


Mr Edmund F. MacGregor, C.A., has 
been appointed chief accountant of 
Thomson Regional Newspapers. 
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Mr Andrew Rintoul, C.B.E., B.A., 
c.a., and Mr Edward Churchill Mallett, 
F.C.A., A.C.LS., have been appointed to 
the newly constituted Northern and 
Scottish Advisory Board of the Legal & 
General Assurance Society Ltd, Mr 
Rintoul as deputy chairman. 


Mr C. Trup, B.SC.(ECON.), F.C.A., 
secretary of Burnholme & Forder, has 
been appointed to the board of the 
company. 

Mr R. D. Smith Wright, F.c.a., has 
been appointed finance director of S. G. 
Brown Ltd, a Hawker Siddeley Company, 
and Mr G. H. Hoskyns, F.c.A., has 
become secretary and financial controller 
of the company. 


Mr A. H. Butterworth, F.C.C.A., A.C.1.S., 
chief accountancy assistant at North 
Western Gas Board headquarters at 
Altrincham, has been appointed group 
accountant, Northern and West Lan- 
cashire groups. 


Mr W. U. P. Lawson, M.B.E., T.D., 
c.A., has been appointed a member of 
Cumbernauld Development Corporation 
with effect from October Ist. 


ICA COURSE AT BRIGHTON 


‘Taxation of interests in land’ is the title 
of a residential course to be held by The 
Institute of Chartered Accountants in 
England and Wales at the Hotel Metro- 
pole, Brighton, from November 22nd to 
25th. The course will not require more 
than a general knowledge of tax law and 
is intended to meet the needs of practi- 
tioners facing their day-to-day tax 
problems. 

The lectures will include ‘Income from 
land’, by Mr K. S. Carmichael, F.c.A., 
F.T.L.1.; ‘Dealing in land’, by Mr B. C. 
Berkinshaw-Smith, M.A., F.C.A., and 
‘Capital gains tax’ which will be dealt 
with in two sessions by Mr J. Jeffrey- 
Cook, F.c.a., and Mr Derek E. Cox, 
F.C.A., respectively. 

Fee for the course is £60, including 
accommodation and meals, and applica- 
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tions should be made to The Institute of 
Chartered Accountants in England and 
Wales, Chartered Accountants’ Hall, 
Moorgate Place, London EC2R 6EQ. 


LONDON CHARTERED 
ACCOUNTANTANTS’ TAX 
CONFERENCE 


It becomes progressively more difficult 
for accountants to keep up with the flood 
of taxation changes, and 1971 has already 
proved a bumper year for the announce- 
ment of such changes. The Finance Act 
1971, embodying the Budget proposals, 
contains a whole series of drastic altera- 
tions to taxation law and includes many 
amendments that were made to the Bill 
as it passed through Parliament. In 
addition, Government publications have 
been issued on the ‘Reform of Personal 
Direct Taxation’, ‘Reform of Corpora- 
tion Tax’ and ‘Value Added Tax’, and 
announcements have been made on 
changes in tax law concerning lease- 
backs and certain other leases. 

All these aspects will be covered at a 
residential conference on “The Finance 
Act 1971 and future tax plans announced 
in 1971’ to be held by the London and 
District Society of Chartered Account- 
ants on October 29th and 3oth, at the 
Hotel Metropole, Brighton, under the 
chairmanship of Mr Derek E. Cox, 
F.c.A. Mr Keith Carmichael, F.c.a., Mr 
Michael Holland, B.A., F.c.a., Mr Halmer 
Hudson, F.c.A., and Mr John Jeffrey- 
Cook, F.c.A., will give papers, and time 
has been allocated for discussion in groups 
with the speakers and chairman when 
personal questions can be raised. The 
conference will be opened by the Deputy- 
President of the Institute, Mr Douglas 
Morpeth, T.D., B.COM., F.C.A. 

The fee for the conference is £38 and 
includes accommodation and meals. Ap- 
plications should be made to the Secretary, 
The London and District Society of 
Chartered Accountants, 56 Goswell Road, 
London EC1M 7AY. The Society re- 
quests that applications from members’ 
staff be sponsored by a member. 


CRICKET 


In a recent cricket match at Bradford, 
Dickinson, Keighley & Co narrowly 
defeated R. S. Dawson & Co in a 20-over 
game. The match came to an exciting 
climax in the last over when Dawson & 
Co, chasing a total of 63,. needed 14 
runs to win; although they scored off 
every ball of the over, they failed by two 
runs. 

Scores: Dickinson, Keighley & Co: 
63 (A. Welch 16, D. Mitchell, D. 
Roberts 12); R. S. Dawson & Co: 62 for 
7 (D. Whitwham 4-28). 
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FINANCIAL MODELS AND BUSINESS 
MANAGEMENT 


The Management Information Services 
Committee of The Association of Certi- 
fied Accountants held one of its inter- 
mediate management and data processing 
courses at the ICL Management Training 
Centre, Hedsor Park, near Maidenhead, 
from September roth to 12th. Participants 
in the course, which dealt with financial 
models and business management, were 
members who had either attended an 
EDP appreciation course or who had a 
basic understanding of computing ter- 
minology. 

In his introductory remarks, Mr R. 
Mitchell, a.c.c.a., said that success in 
business life depended on co-operation 
between the various units and the degree 
of co-operation, in turn, depended on the 
quality of the communication. The 
accountant had a great contribution to 
make in improving the flow of informa- 
tion that was the essence of communica- 
tion. ‘There was now an opportunity to 
progress from using the computer just 
for book-keeping, recording and analysis 
purposes to utilizing it for finance and 
accounting work. 

With recent developments it was 
possible for the accountant to improve his 
effectiveness by using the computer for a 
whole range of new techniques, especially 
in operating financial models for planning 
and control purposes. If, however, 
accountants did not equip themselves with 
the knowledge to identify areas within 
their sphere of activity which could 
benefit from being subject to computer 
discipline, people in other vocations 


could seize the opportunity and deprive 





Mr A. G. Glass, F.C.C.A., second from left, speaking with members of the course. 


the accountant of a great deal of authority. 

Mr G. E. Phelps, F.c.a., ICL Training 
Director, gave a talk on computer 
hardware and the recent developments in 
communication with terminal equipment 
and computer-linking, and Mr Mitchell 
and Mr J. A. Healy, F.c.c.a., then spoke 
on management information systems. 
Mr Mitchell referred to the need to 
define the objectives of any system prior 
to commitment to any particular design 
and outlined the use that was being made 
of computer simulation models in the 
fields of investment and financial plan- 
ning. Mr Healy outlined a number 
of operational research techniques 
relevant to the work of the accountant 
engaged in industrial activities. 


Computer management 


A lecture on computer management 
was given by Mr A. G. Glass, F.C.C.A., 
in which he considered the place of 
computer services in the management 
structure and how it should reflect the 
distinct function of operation and control. 
Whether the choice of the machine was 
‘in-house’ or a service bureau, a careful 
examination should be made of the bene- 
fits and expense of each, some of which 
would be bound to lack expression in 
quantifiable terms. In the final session 
Mr R. A. Spencer, F.c.c.A., talked on the 
contribution that an _ efficiently run 
computer system could make to manage- 
ment with the inevitable problems 
created by the introduction of new 
techniques and integrating new disciplines 
into the management structure. 
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Accounting for Europe 


GAINST the background of prospective British entry into the 
European Common Market, the theme of next week’s UEC Study 
Conference — “The Development of the Accountancy Profession and 
Practice in Europe in the 1970s’ — has a particular topicality. Next week, 
Chartered Accountants’ Hall is to receive some 450 delegates from 24 
professional bodies in 19 countries throughout Europe and Scandinavia. 
The profession in Europe is a theme which has been discussed in our 
columns on more than one recent occasion, with particular reference to the 
freedom of accountants to practise their calling and the proper recognition 
of their professional independence. We may perhaps be forgiven for our 
suggestion that such concepts are better recognized in the United King- 


' dom than in some other parts of the world; and we note with particular 


interest, and indeed pleasure, the prospective contribution of Mr J. S. 
Shearer, opp, F.C.A., to the debate on developments in education, 
training, professional ethics and independence, and freedom to provide 
services within the member-countries of UEC. This is surely a subject 
to provoke keen discussion within the 20 group rooms that the kindness of 
20 professional firms and merchant banks has made available throughout 
the City of London. 

Following Mr Shearer’s paper, discussion on three further topics will 
be led by men who have established themselves as recognized authorities 
within their individual fields. Mr P. G. Corbett, F.c.a., will speak on 
‘Auditing in the 1970s — modern techniques’, Mr C. H. Bailey, F.c.a., on 
‘Auditing in the 1970s — computers’, and Mr F. Clive de Paula, c.B.£., 
T.D., F.C.A., J.DIP.M.A., on “The provision of management consultancy and 
other services for clients’. It will thus be seen that the conference policy 
committee, under the chairmanship of Mr J. P. Grenside, F.c.a., has 
spared no pains to provide the participants with a varied and instructive 
syllabus. 

The conference is being held under the gracious patronage of His Royal 
Highness the Duke of Edinburgh, K.G., and the Home Secretary, Mr 
Reginald Maudling, has kindly consented to be present at the formal 
opening on Monday next, October 4th. The Conference President is 
Mr A. H. Walton, F.c.a., President of The Institute of Chartered Ac- 
countants in England and Wales. The secretariat has done a tremendous 
job in its preparation for a function whose facilities include official 
luncheons, a full and varied programme of social events, a dinner and ball 
at The Royal Lancaster Hotel and simultaneous translation into three 
languages. 

The conference proceedings will be reported in forthcoming issues of 
The Accountant, together with a summary of the papers. Meanwhile, 
as the profession’s leading journal for almost a century, we cordially 
welcome all those who are to take part in this latest venture in international 
co-operation. 
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Viable Local Government 


N recent years, despite the continuing rise in local 

government expenditure, ratepayers have not experienced 
the rate increases which such expenditure warranted. 
The annual outcry against the rate from domestic rate- 
payers has been muted, due for the most part to larger 
Exchequer grants and the impact of the domestic element 
in the rate support grant. In particular, introduction of 
collection by instalments and the rate rebate scheme have 
helped to moderate the latent hostility to this particular 
tax. | 

Until this year, when the impact of inflation upon 
local authority costs was especially marked, the domestic 
ratepayer in particular has been virtually insulated against 
the consequences of rising local government costs ‘This 
situation is hardly likely to persist; local spending is 
scheduled to increase rapidly and the domestic element has 
already been halved. The 1973 revaluation may provoke 
some criticism from some groups of householders, but 
it is the growing financial needs of local government which 
constitute the main threat to householders’ pockets. 

The hopes for additional or alternative sources of 
revenue for local authorities have been largely dashed by 
the recent Green Paper The Future Shape of Local 
Government Finance (The Accountant, August 12th). 
There is a possibility of a modest contribution from the 
proposed payroll tax, while a larger contribution from the 
non-domestic sector may help moderate demands on the 
domestic ratepayer. Finally, some changes in the pattern 
of grant distribution will help some areas but not others. 

A significant feature of the Green Paper was its defence 
of the rating system, which contrasted with the somewhat 
deprecatory assessment of the possibilities of additional 
revenue sources. By its advocacy of an extension of the 
rate rebate scheme, the Green Paper does not so much 
introduce a greater element of equity into the rating system 
as to ensure that the ratepayers left within its scope will 
be able to bear any additional charges in the future. 

Two contributions to the annual conference of the 
Rating and Valuation Association at Brighton this week 
offer some support for this conclusion. Mr R. W. Wilson, 
F.R.V.A., of the Liverpool City Treasury, argued the merits 
of the rating system and reminded the Government that 
more could be done to increase the already significant 
revenues to be derived from the rate. In particular, proper 
valuations of selected classes of hereditament such as 
Crown property, the nationalized industries, caravan sites 
and agriculture, would help considerably in this respect 
and introduce a measure of further equity into the rate. 

More important, some changes are needed to remove the 
anomalies and the inequities of the existing valuation list 
and it will be surprising if the 1973 revaluation does any- 


thing much to serve this particular end. Mr Wilson con- 
ceded the difficulties facing the Inland Revenue valuers 
but there is a growing conviction among supporters of 
local government that, until the valuation function is 
returned to local government, periodic deferments and 
ad hoc approaches to the revision of lists are inevitable. 

A similar point of view was expressed by Professor A. R. 
Ilersic who contended that the basic weakness in the 
recent Green Paper lay not so much in its proposals (or 
lack of them) for additional revenue, as in the acceptance 
of the continuing domination of local government by 
Whitehall. While conceding that some control of local 
spending and investment was needed, if only on economic 
grounds, Professor [lersic maintained that if Whitehall 
really wished to create a financially viable system of local 
authorities, the means were to hand. 

Like Mr Wilson, he was dissatisfied with the present 
utilization of the rating system, characterized as it was by 
unsatisfactory valuations and sectional inequities. ‘The 
current yield of the rate, now some £2,000 million, could 
still be substantially increased, not least if the poorest 
sections of the community could be relieved in whole or 
in part. Over half the householders in the community 
were either buying or already owned their homes, while 
another third in local authority accommodation enjoyed 
substantial aid even if, as was the case in the vast majoricy 
of households, there was a wage or salary earner. Only 
upon a handful of such households could the rate be 
regarded as an imposition 

Professor Ilersic then went on to consider the implica- 
tions of the proposed value added tax. ‘To date, few people 
seemed to have appreciated its revenue-raising potential. 
Although the Green Paper rejected any hope that such a 
tax could be placed at the disposal of local authorities, 
there were good reasons for so doing. First, it offered a 
revenue which would keep pace with the inflation; secondly, 
local treasurers were far better placed to administer the 
numerous collection points throughout the country than 
were the Customs and Excise; thirdly, its introduction 
would coincide with the adoption of the new valuation 
lists; fourthly, its yield would soon exceed the total non- 
specific Exchequer grants which it could replace. 

In view of the different revenues to be derived from this 
tax by the individual authorities, some pooling arrangement 
would be needed. At the same time, a new basis for dis- 
tributing the proceeds in lieu of grants would have to be 
evolved. By creating a Local Government Financial 
Commission these matters could be largely removed from 
the day-to-day control of Whitehall, especially if there was a 
fair sprinkling of genuine independent persons on the 
Board of such a Commission. Admittedly, the Exchequer 
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would be responsible for variations in the rates of VAT, 
but the net outcome would still be a substantial improve- 
ment upon the present annual haggling over the size of 
Exchequer grant. As the revenue from the VAT grew, so 
it would be necessary to determine a proportionate share 
for local government, the balance going to the Exchequer. 

Professor Ilersic conceded, as he elaborated his proposal, 
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attractions. 
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that the scheme was probably a non-starter, given White- 
hall determination that local spending and investment shall 
remain firmly under central control. But for anyone who 
feels that local government has some merits, particularly 
as a means of re-distributing the balance of power between 
Whitehall and the provinces, the idea is not without its 





CURRENT AFFAIRS 


Authorized Depositaries 


RACTISING accountants who 

are actively concerned in invest- 
ment work have inquired from time to 
time why they should not be ap- 
pointed authorized depositaries for 
the purposes of the Exchange Control 
Act 1947, enabling them to lodge 
transfers on behalf of their clients. 
The present list of authorized de- 
positaries includes the principal banks, 
members of the United Kingdom 
stock exchanges, and solicitors prac- 
tising in the United Kingdom. 

Recent official comment from. The 
Institute of Chartered Accountants in 
England and Wales, whilst recognizing 
the possible advantages of such an 
appointment, has also emphasized 
the corresponding disadvantages. 
These include the considerable re- 
sponsibilities resting on an authorized 
depositary, the likelihood that those 
appointed would be asked to sign 
exchange control declarations on in- 
vestment transfers with which they 
were not concerned, and the adverse 
effect upon professional independence 
of becoming part of the machinery for 
policing the system of exchange con- 
trol. 

Moreover, to carry out their duties, 
authorized depositaries must familiar- 
ize themselves with the provisions 
of notices issued from time to time 
by the Bank of England, and these 
cover a very wide field. For example, 
notice EC7 (Foreign Currency Securi- 
ties) contains 32 pages of detailed 
rules covering the compulsory deposit 
of securities, entries in the books of 
authorized depositaries, and trans- 
actions involving investment currency, 
foreign currency securities, Treasury 


bills and certificates of deposit payable 
in foreign currency. 

The Treasury is not at present dis- 
posed to approve the appointment as 
authorized depositaries of all prac- 
tising members of any recognized 
body of accountants, on the grounds 
that the Bank of England would not 
be able effectively to supervise the 
work of so large an additional number; 
nor indeed is there a requirement for 
all practising members to be so 
appointed. The English Institute is at 
present considering the preparation of 
a more limited case on the behalf 
of its practising members who are 
active in investment work and who 
would be prepared to give the appro- 
priate undertaking to the authorities. 

Any member of the Institute who 
may wish to be considered for in- 
clusion on the list of authorized 
depositaries is requested to notify 
the Secretary by November 8th. The 
Council will then determine, on the 
basis of replies received, whether or 
not it wishes to make a formal 
approach to the Bank of England. 


Rate for the Job 


HE end is nigh, at least for that 

friendless waif the “Treasury Scale’ 
of fees for accountants’ services. As 
from tomorrow, October ist, the 
previous arrangements will be dis- 
continued, and professional firms will 
be free to negotiate separately with 
government departments in respect 
of each assignment. 

Particularly in London and other 
major cities, the Treasury scale has 
in recent years fallen progressively 


further out of line with most firms’ 
charging rates. Comment by indi- 
vidual members of the profession has 
suggested that certain assignments are 
inevitably ‘loss leaders’ from the 
first, and are to some extent accepted 
only from a sense of public duty. 

It is understood that, whilst rep- 
resentatives of the ‘Treasury were 
prepared to negotiate with the pro- 
fession on a revised scale, the Govern- 
ment’s acceptance of the Monopolies 
Commission report (The Accountant, 
November 5th, 1970) might render 
the continuing existence of a standard 
scale inappropriate and indeed un- 
enforceable. In these circumstances, 
the Civil Service Department has 
accepted a joint request by ‘The 
Institutes of Chartered Accountants in 
England and Wales and of Scotland, 
and The Association of Certified Ac- 
countants, to discontinue the agreed 
scale of accountants’ fees for govern- 
ment work. 


Company Searches 
by Telex 


E possibility of installing telex 
facilities at Companies House is at 
present under consideration. Whilst 
pointing out that such a service must 
be established as ‘cost effective’ to the 
satisfaction of the management services 
branch of the DTI, and that charges 
would necessarily have to reflect the 
costs of telex rental, operators’ salaries 
and suitable accounts procedure, the 
Registrar of Companies has announced 
that he is ‘willing to consider in prin- 
ciple any evidence of sufficient demand 
for a telex service’. 

It is also emphasized that telex could 
not be considered as a complete 
alternative to comprehensive personal 
searches, and would be limited to 
providing factual answers to specific 
questions, or requests for photocopies 
of specified documents. 
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Cost Accountants’ 
Examinations 


HERE were 9,877 candidates for 
the June 1971 examinations of 
The Institute of Cost and Works 
Accountants, of whom 3,733 were 
successful. The names of the suc- 
cessful candidates in Parts V; IV; 


IV and V together; and IH and IV 


together, appear on other pages of 
this issue. 

The principal prizewinners were: 

The S. Laurence Gill Prize for First 
Place in Part V: Mr D. L. McColl, 
Newtownabbey. 

The Lewton Coronation Prize for 
Financial Management (Part V): Mr 
T. E. Buck, Grays. 

The Harold Wilmot Prize for Manage- 
ment Principles and Practice (Part V): 
Mr D. K. Arnold, Burton-on-Trent. 

The Leverhulme Prize for First Place 
in Part IV: Mr T. M. Bloch, Norwich. 

The Stanley Berger Fubilee Prize for 
Management Accountancy (Part IV): Mr 
D. S. Logan, Harestock. 


Cost of Living in Ireland 


HE cost-of-living index in the 

Irish Republic rose a further 2-4 
points between mid-May and mid- 
August. The new figure of 126 points 
shows an increase of over 10 points 
in the last twelve months. The base 
figure (100) was revised in November 
1968 but, as compared with August 
1953, the cost of living has more than 
doubled. 

The main factors in this last 
increase are attributed to rises in the 
rates levied by local authorities, in- 
creased electricity charges, and ad- 
ditional charges for education. No 
account is taken of increases speci- 
fically due to the impact of decimaliza- 
tion earlier in the year. 


Nottingham Taxation 
Conference 


ABOUT 140 members of the 

Institute of Taxation assembled at 
Nottingham University for the In- 
stitute’s annual conference last week- 
end. From Friday afternoon until 
lunch-time on Sunday, they found 
their time fully committed in an 
intensive programme of lectures, case 
studies and group discussion meetings 
under the guidance of Mr A. A. 
Arnold, F.C.1.S., F.T.I.1., as conference 


director and Mr R. J. Pickerill, 
F.C.A., F.T.I.1., chairman of the con- 
ference committee. 

The conference papers ranged over 
a wide area of practice, including 
‘Taxation of various forms of com- 
pensation’, by Mr Edmund Belton, 
F.T.1.1.; ‘The Finance Act 1971’, by 
Ke E Pe Ax Ott, KG SEL: 
‘Estate duty and capital gains tax’, by 
Mr R. P Ray, B.SC.(ECON.), ATII; 
‘Aspects of personal taxation’, by Mr 
P. K. Lowry, F.T.1.1.; ‘Corporation 
tax’, by Mr Michael Spofforth, F.C.A., 
F.T.1.1.; and ‘International tax’, by 
MrT. P-D Ir, LR ATLL At 
the conference dinner on Saturday 
evening, the principal guests were 
Field-Marshal the Rt Hon. Lord 
Harding and Lady Harding, and Mr 
and Mrs Tom Boardman. 


Mr Charles Peat Retires 


R CHARLES URIE PEAT, 
M.C., M.A., F.C.A., President of 
The Institute of Chartered Account- 
ants in England and Wales in 1959- 
1960, has announced his retirement 
from practice. Admitted to member- 





ship of the Institute in 1920, he 
became a Fellow in 1929 and was a 
member of its Council from 1944 to 
1962. 

Educated at Sedbergh School and 
Trinity College, Oxford, Mr Peat 
was a noted sportsman who played 
cricket both for Oxford University 
and for Middlesex. He saw active 
service in both World Wars, and was 
Conservative Member of Parliament 
for Darlington from 1931 to 1945. 
Invalided out of the 6th Durham 
Light Infantry in 1940, he served 
thereafter until 1945 as Parliamentary 
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Private Secretary to the President of 
the Board of Trade, Joint Parlia- 
mentary Secretary to the Minister of 
Supply, and Parliamentary Secretary 
to the Minister of National Insurance. 

Though the bulk of his professional 
life has been spent in London, Mr 
Peat is by nature a countryman whose 
hobbies include fishing and sylvi- 
culture. Readers of The Accountant 
will doubtless join in wishing Mr 
Peat every pleasure in the enjoyment 
of these pursuits, on his retirement 
from what has evidently been a full 
and active life. 

As announced on another page, two 
other senior partners of Peat, Marwick, 
Mitchell & Co also retire from the 
partnership today. They are Mr J. T. 
Corbett, F.c.A., a member of the 
Institute since 1927, and Mr W. H. 
Olivier, T.D., M.A., LL.D., F.C.A., who 
was admitted to membership in 1934. 


Prospectuses and Profit 
Forecasts 


COURSE on ‘Prospectuses and 

profit forecasts’, designed to help 
accountants to increase their famil- 
iarity with the wealth of regulations to 
be observed and the thinking behind 
them, was held by The Institute of 
Chartered Accountants in England 
and Wales at Chartered Accountants’ 
Hall from Tuesday to Thursday of 
last week. Participants, who numbered 
over 100, attended case studies and 
sessions on ‘Prospectuses and the law’; 
‘Profits and cash flow projections’; 
‘Profit forecasts under the City Code’; 
‘Take-over bids’ and “The formal 


accountants’ report’. 


‘Some of those who took part are shown 
opposite ` 
Top. At the Panel meeting held on Wednes- 
day afternoon, Mr P. G. Corbett, F.C.A., the 
course director, third from left, is seen with 
members of the Panel. Left to right: Mr E. E. 
Ray, B.Com., F.C.A ; Mr B. R. Basset; Mr 
T. C. Frankland, F.C.A.; Mr S. F. Phillips, 
F.C.A., and Mr S. R. Ward. 

Centre, Left. Four of the course members 
in cheerful mood. Left to right: Mr J. R. W. 
Bradshaw, A.C.A.; Mr P. G. E. Sheldon, 
A.C.A., A.T.l.l.; Mr R. A. Stickings, A.C.A., 
and Mr A. J. Fulton, F.C.A. 

Centre, Right. Mr I. F. Fletcher; Mr W. A. 
Hodgetts, A.C.A.; Mr B. A. Breese, F.C.A., 
and Mr R. H. Calver, F.C.A., study some of the 
course documentation. 

Bottom. The course director, Mr P. G. 
Corbett, in discussion with, /eft to right, Mr 
D. R. Willott, A.C.A.; Mr D. W. C. Long, 
A.C.A., and Mr P. L. Forwood, A.C.A. 
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Maxwell Misjudged ? 


feo O WING publication of the 
Inspectors’ first interim report 
into the affairs of Pergamon Press 
Ltd and ILSC last July (The Account- 
ant, July 22nd) the indomitable Mr 
Robert Maxwell commenced pro- 
ceedings against the Department of 
Trade and Industry and the two 
eminent signatories to that report — 
Sir Ronald Leach, C.B.£., F.C.A., and 
Mr Owen Stable, oc The inspectors, 
it was alleged, had shown bias against 
Mr Maxwell and had conducted their 
proceedings in a manner which denied 
him natural justice. 

In the High Court last week, 
counsel for Mr Maxwell applied for 
an interlocutory injunction to restrain 
the inspectors from proceeding further 
with their investigation, or from 
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the inspectors, who were allegedly 
at fault in not notifying Mr Maxwell 
of the criticisms which they were 
minded to make against him, and 
giving him a further opportunity of 
meeting those criticisms. Mr Maxwell 
had been treated unfairly, and if the 
inspectors were at liberty to issue 
further reports in the same vein 
before the action came to trial, the 
mischief which he was seeking to 
prevent would already by then have 
been done. 

Counsel for the inspectors, on the 
other hand, strenuously denied that 
they had acted other than with 
scrupulous fairness. He pointed to 
several occasions on which Mr Maxwell 
had been invited to give further ex- 
planations or to produce documents, 
and had not done so. ‘The inspectors 
were not to be blamed or criticized for 
the conclusions which they had reached 
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weeks prior to its general publication, 
and — in pursuance of its statutory 
obligation under the Companies Acts — 
the DTI would have sent a copy of 
that report to Pergamon. As from that 
time, Mr Maxwell had been on notice 
as to its contents, and it was significant 
that neither he nor his advisers had 
produced further documents or re- 
quested any further hearing before 
the inspectors during those five weeks. 
The report had been published in July, 
and Mr Maxwell doubtless had his 
own reasons for not producing, until 
August 1st, documents which had 
been in his own custody throughout 
and for which he now claimed to have 
been diligently searching since June. 

When this issue of The Accountant 
went to press, counsel for the in- 
spectors had not completed his sub- 
missions to the court. A spokesman 
for the inspectors claimed that, but 


issuing further reports, pending trial 
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GE of the main action. An affidavit sworn on the evidence before them. for the present proceedings, they 
Ge by Mr Maxwell adduced further Moreover, their report had been would shortly have been in a position 
Ge evidence which had not been before sent to the DTI approximately five to issue a further interim report. 

Gë THIS IS MY LIFE murmur apologies or to remove his offensive foot; the 
fe. es ena e D/A hadn’t shown enough character to ask him to moderate 
Ee: his voice, let alone tell him to get out. On top of it all, 
=. E utti n Hi IS }- oot i n it Bertie had overheard my fat subordinate admit his blunder, 
ni g and would probably broadcast it all over the store. 

be Besides, the intruder wasn’t talking business. ‘Bring 
Ba Shirley along too, if she’s not still snooty’, he was saying 
eee Oy ae ROUSE ACCOM with a high-pitched chuckle. ‘And Sandra; she always lets 
jA her hair down! He favoured us with a conspiratorial leer. 
i. ae departmental accountant produced a short report I got his attention with a sharp rap on the table. “How 
K- on the drapery stocks at the half-year end, but the the hell can we do our work with you hee-hawing beside 
ae figure for the shirt factory seemed rather odd. I tried to us? I asked him. I had intended to be quietly firm, but it 
CS phone him three times but his number was engaged, so came out hot and angry, and Bertie sat up as if he d been 
de I went along to his room. If that figure was wrong, we'd kicked. "UI ring you again’, he said, putting down the 
Es have to move fast to get it amended. phone, then came slowly to his feet with a truculent stare. 
GE The D/A was sitting back at his desk reading the paper In for a penny, in for a pound. ‘Chat up your dollies 
E and it was the assistant sales-manager, Bertie, who was from your own room in future’, I told him curtly,-and he 
tes monopolizing the phone. He’s smug and slick, and inclined hesitated a moment before departing silently, 


G to belittle the accounts department when he thinks he can The D/A protested; we were supposed to keep on friendly 


get away with it; such half-witted nonsense goes down well 
with the deputy-chairman. On this occasion Bertie was 
displaying his superior status by putting his two feet up 
on the D/A’s desk. . 

This particular effort is usually a poseur’s gimmick, but 
Bertie recognized my arrival by lowering one foot and 
waving one hand rather casually. The D/A shut the paper 
over-hastily, which wasn’t necessary unless he had a 
guilty conscience, and I showed him the doubtful stock item. 

He went red. He’d forgotten that Ilkley had been 
authorized to write off the 1970 remnants, he mumbled. 
He opened a file hurriedly and scribbled some figures. 

At this stage my blood was approaching boiling point. 
Bertie hadn’t enough courtesy to leave us, let alone to 


terms with our colleagues, not to tread on their corns. 
Bertie had been discussing the ready-mades budget and 
suddenly remembered a personal message he had to send; 
he didn’t mean to be rude. I lost my temper and told him 
he should have more respect for his department than to let 
himself be treated like a small boy; if he’d summoned 
Bertie to review those stock figures before issuing his 
report, he might have saved us from slipping up in an 
important document; departmental camaraderie was good, 
but efficiency must be the over-riding objective. .. . 

In the event, he just saved his skin by begging the 
reports back from the private secretaries before the 
directors saw them; but I’ve probably ensured Bertie’s 
enmity for life. 
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Corporate Planning 


Some Problems and Benefits 


by D. E. HUSSEY, B.Com., A.C.I.S. 


Corporate planning rose to the fore in the UK about six years ago, and remains the 
‘In thing’ for ‘with itt managements. Unfortunately, like all fashionable management 
approaches it has frequently been misunderstood and often implemented in a way which 


can only lead to disappointment or total failure. 


Many managing directors still introduce it for the wrong reasons, perhaps because they 
have just heard a good lecture on it, read an article, or met someone who is an enthusiast. 


T Se often the job of corporate planner is thrown to an 
inadequate manager: perhaps one who is close to 
retirement or who lacks the basic knowledge of the elements 
of planning. With a complete misunderstanding of the 
processes of planning, it is still too common for a chief 
executive to insist that the planning function does not take 
up his time by reporting to him. 

This is not meant to be a general criticism of all UK 
companies undertaking corporate planning. There are a 
number that do it very well. 

What I am trying to do is to dispel any illusions that 
corporate planning is something that can be carried out for 
trite reasons, something entered into lightly with inade- 
quate thought, or something superimposed on a top 
management outlook that is completely alien to it. 

I do not believe that any chief executive should be 
bludgeoned by emotive oratory into accepting corporate 
planning. The planned approach is part of a complete 
style of management, and will therefore change the company 
which uses it. The decision to adopt corporate planning 
should only come after full understanding has been reached 
of all the implications (the truly autocratic chief executive 
should never use it). I also do not believe that only those 
businesses which use corporate planning can be successful. 
All the facts point to the conclusion that success can come 
to many styles of management. 

I do believe that the company which is ready for 
corporate planning and which introduces it carefully and 
sensibly will improve its results. 

By ‘corporate planning’ I mean a formal and complete 
approach to both short- and long-term planning. I do not 
suggest that companies which do not do corporate planning 
do not plan: this would be patently untrue. All businesses 
plan: it is just that some can do it better than others. 

Long-range planning without a built-in means of action 
and control tends to be something of an academic exercise. 
It is for this reason that I think of corporate planning as a 
complete management process, of which the long-range 
plan is but a part. 


The author is planning manager of A. Wander Ltd and a Vice-Chairman 
of the Society for Long-range Planning. 


Management participation 


Corporate planning — that is, a formal process of planning — 
is in effect one way to run a business. The principles of 
planning, including a commitment to objectivity, are 
applied throughout the company in its day-to-day actions. 

Many planning systems go awry because they do not 
provide for sufficient management participation. Where 
plans are written and devised by staff planners as a sort of 
‘ivory tower’ exercise, they will rarely succeed. However 
good they are, however sensible and logical, they will still 
run up against a basic problem — human nature. No good 
manager likes having his thinking done for him. 

It is my belief that the best plans come about when they 
draw on the thoughts of managers throughout the or- 
ganization. Each senior manager should be responsible 
for producing his own plan, but should draw his sub- 
ordinates into the process. Thus a marketing manager 
would probably ask his product managers and sales 
managers to prepare certain parts of his plan. 

Plans produced by line managers can be entitled operat- 
ing plans. It is, of course, important that they are not 
produced in a vacuum. The instruction from the chief 
executive should be much more than a simple exhortation 
to go away and prepare a plan. He should give much more 
guidance than this, including: 


(a) a statement of key objectives and targets; 


(b) the basic assumptions to be taken into consideration during 
the preparation of plans; 


(c) strategic guidelines. which the manager should observe 
when planning. 


In a truly participative company, the managers preparing 
plans will have had some opportunity to debate and 
contribute to each of the items above. They will not, 
therefore, be autocratic announcements, although some- 
times the guidelines may run contrary to the wishes of a 
particular manager. 


Strategic plans 


The operating plans are not the most important part of a 
formal planning system, although they are vital to its 
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success. The key document is the strategic plan. This is 
the master plan for the whole company and is the plan of 
the chief executive and his top management team. It will 
embrace in broad terms the actions described in detail in 
individual operating plans, and in addition will show the 
actions that have to be taken over and above those falling 
under the responsibility of a line manager. 

A strategic plan will rarely be just the sum of all operating 
plans. Usually there will be a difference between this and 
the company’s long-range objectives. Part of the task of the 
strategic plan is to devise means of closing this gap. 

This particular function of formal corporate planning 
shows one of its main differences from the traditional 
approach. Corporate planning works to pre-set objectives. 
In other words, a decision is made by top management of 
what the company should achieve (for example in terms of 
profits, return on investment, and sales growth). The 
company then works out how to get there (and usually will 
calculate several alternative means). Traditional methods 
of management tend to be less precise in their approach 
to achieving better performance. 

The strategic planning function has another important 
role. It is through its strategic decisions that a company 
can change direction, speed its growth in certain areas, 
slow down in others, or broaden the basis of its operations. 
The strategic plan shows the chief executive’s reaction to 
threats and opportunities perceived in the external en- 
vironment — the world in which the company operates, but 


over which it has little or no control. It also shows his plans 


to correct weaknesses or build on the strengths revealed 
from studies of the company itself (frequently described 
as the corporate appraisal). 

A continuing study of the environment, to guide the 
company in its future actions, is an important part of the 
planning processes. Similarly, there is a continual intro- 
spective study, peering inwards at the company’s opera- 
tions and subjecting these to self-criticism. From the first 


activity come many opportunities for expansion (and some 


for divestment); from the second come ways of improving 
the profitability of current operations as well as revelation 
of its own pattern of new opportunities. 

A good strategic plan is always backed by two other 


‘master plans which are inextricably bound up with the 


actions the company wishes to take: the financial plan 
and the personnel plan. These two documents examine the 
two major resources the company needs to achieve any- 
thing — money and people. Shortage of either of these 


‘resources can cause the company to modify its strategic 


plans and can be a constraint against development. On the 
other hand a surplus of either might stimulate the company 
to develop more ambitious plans. 


Role of the planner 


Most companies which practise the planned approach to 
management have at least one professional corporate 
planner on their payroll. Many have large planning 
departments — and I believe that some have departments 
which are much too large. 

Planning is part of the task of the chief executive, and 
indeed of every manager in the company. In my opinion it 
is a task which can never be delegated. The professional 


Fe: ai Aë 
(ES Ae" 4 


oles oe Sh a Po ew 

z s bh ae CH È 

VAN a Ny EA Ch oe Fa 
TI D 


ACCOUNTANT 


ee WI H "Ze 
oe Pg 7 7 





Ref 


Cat: ` oe d Dech 
Skene EE ! 3 
September 30th, 1971 


planner should never be engaged to do the thinking for 
either the chief executive or other managers. 

What can be delegated is the task of co-ordinating the 
plans of various sectors of the company, the investigation 
and analysis of opportunities, the study of environmental 
factors and their possible effect on the company, the guiding 
of managers so that they become better at planning, the 
designing of a system of planning for the company and 
many other tasks connected with planning: but not the 
decision-making function. 

In the larger companies, these tasks would consume 
more time than the chief executive has available to be able 
to do them effectively. It is this lack of time which creates 
the need for the corporate planner. The planner does not 
take any power away from the chief executive; rather, he 
acts as an extension of the chief executive. The basic task 
of motivating the other managers to follow this particular 
method of management still falls on the chief executive — 
this is why planning fails when he does not believe in it, 
or when he does not understand it. 

Having said this, I may now stress the fact that a good 
planner can contribute a lot to the success of corporate 
planning in his company: a bad planner can make it 
fail. 

The number of planners employed by a company should 
be very small: the best number to aim for is one (although 
it may be sensible to allow the chief executives of major 
subsidiaries, particularly those operating in other countries, 
to have planners of their own). Ideally, the ‘planning de- 
partment’ of the company should consist of all other 
managers and the planner. Where additional staff are 
required for special exercises, they should be drawn on a 
task force basis from other departments. On no account 
should functions (such as market research, O.R., or project 
evaluation) which already exist in the company be dupli- 
cated in the planning department. 

Unfortunately, there are still many managers who 
measure their position in the company by the number of 
people they directly control. This tendency requires to be 
particularly checked in the planning area, since manage- 
ment involvement and participation in planning tends to 
reduce as the planning department gets larger. 


Reasons for planning 


Quite a long description has been given of corporate plan- 
ning, and few reasons why anyone should do it at all have 
been mentioned. Obviously, there is no point in anyone 
undertaking corporate planning unless it brings benefits, 
and no chief executive should commit his company to a 
difficult and time-consuming procedure unless he has a 
fair idea of what he will get out of it. 

Before examining the reasons for corporate planning in 
greater detail, I should like to stress one more point. ‘The 
fact that a company has plans which stretch some time into 
the future does not mean that it can in any way foretell the 
future. It will be right more often than it would otherwise 
be, because it takes into account more factors; its greatest 
power is not clairvoyance, but flexibility and speed of 
reaction. 

The application of logic to a business situation enables 
us to identify the effect on the company of a certain future 
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event: we can prepare a plan that will achieve our objectives 
if our basic assumption is correct. A good plan will also 
contain a number of contingency or alternative plans, so 
that, if the assumption is wrong, it becomes possible to 
abandon the course of action rapidly and to start equally 
rapidly on a new course. The need for a monitoring 
and controlling system, to ensure that plans are carried 
out and do still represent the best course of action, 1s 
self-evident. 

The benefits that a company may expect from corporate 
planning include: 


(1) Improved ability to cope with change 

A feature of modern life is the amount of change with 
which managers have to come to terms, but perhaps the 
biggest problem managers now have to face is not the 
extent of change, but the rapidity with which it occurs. 
Corporate planning cannot prevent change happening — 
in fact it does not seek to do this. It can help managers 
throughout the company to have a greater awareness of 
the incidence of change, can build this into its plans, and 
can give the company a greater chance of taking advantage 
of the opportunities (and avoiding the threats) that change 
brings. 


(2) Encouraging innovative thought and creativity 


A good planning system should provide ways of stimu- 
lating innovative thought and encouraging the individual 
creativity of managers. It seeks to encourage flair, and to 
co-ordinate it to a common purpose. 

It is possible for so-called long-range planning systems 
to be nothing more than a form-filling exercise aimed at 
producing an extrapolative budget. This is not corporate 
planning. A good planning process will provide avenues 
for individual participation, will throw up more ideas 
about the company and its environment, will encourage an 
atmosphere of frankness and corporate self-criticism, and 
will stimulate managers to achieve more. 


(3) Better appreciation of the logical outcome of a course of action 


A company may not always be clever enough to select 
the best strategy, but it should always be able to calculate 
the logical outcome of its strategy. 


(4) Motivation 


To achieve the best results, individual people have to be 
motivated — after all a company, however powerful and 
important, is really only a collection of people. Corporate 
planning motivates because it defines and makes known 
what the company is trying to achieve. It thus provides all 
the company with a common purpose. 


(5) Co-ordination and control of complex activities 


Top management has a tool which not only co-ordin- 
ates all activities of the company, but which provides them 
with a way of controlling that company. 

Better co-ordination leads to better motivation, and it 
avoids costly mistakes. Each sector of the company has 
a greater awareness of what is going on elsewhere, and is 
forced to work closely with other sectors which have a 
bearing on its results. 


(6) Definition of objectives 
The company never loses sight of what it is trying to 
achieve, although it may change its method of approach. 
Plans should have flexibility. A company should regard its 


objectives as a map-grid reference, rather than the bull on 
a dart-board. . 
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The only way to the bull is the trajectory of the dart: 
once committed, the action is irrevocable. On the other 
hand, there are innumerable ways of reaching the map- 
grid reference: if there are obstacles in the way a straight 
line might not be the quickest method. Actions can be 
changed (if noticed in time) and it is still possible to reach 
the map reference. 


Some difficulties and problems 


One of the main shortcomings of any summary description 
of a management process is that everything appears so 
easy. Although one or two problem areas have been 
mentioned — in particular the necd for backing and belief 
from the chief executive — the account still reads as a 
simple series of logical steps. 

It is my belief that many of the problems arise from a 
lack of skill by chief executives in applying the planned 
approach to their companies, failure to understand the 
principles behind planning (and how it changes the way 
a company is managed), and not identifying the unique 
character of every company. 

The last area is particularly important. A planning 
process must fit the company like a glove. Although it is 
sometimes desirable to amputate a bit of the company to 
make it fit the glove, it is usually more effective — and less 
painful — to tailor the glove to the company. 

Managers throughout the company must be made 
aware of the effect corporate planning will have on the 
company in general and them in particular. ‘Those that 
need it must be shown how to improve their own planning 
ability. This is a vital area to success, although the amount 
of effort that needs to be devoted in this area will vary 
from company to company. 

Inevitably there will be some casualties among senior 
managers. Those that do not believe in this style of manage- 
ment will, if they cannot get it changed, tend to leave the 
company. Most, despite enormous variations in skill, 
experience, qualifications and ability between one manager 
and another, will not only be able to cope with the new 
methods, but will find them exciting and stimulating. A 
few will find the need to work to targets, and to define and 
commit themselves to a course of action, a traumatic and 
uncomfortable experience. 

Planning may fail because it is implemented badly, 
because some of the basic steps are omitted (for example, 
many companies have never carried out any objective 
appraisal of company strengths and weaknesses), because 
the planner is of low calibre or of too low a standing, or 
because the chief executive is not a good manager or makes 
the wrong approach to planning. | 

This list of problems and difficulties could be extended; 
however, enough has been written to demonstrate that the 
installation of corporate planning in a company involves 
costs as well as benefits. In nearly all cases it is possible 
for the benefits to exceed the costs — there are only a few 
situations when it is impossible for corporate planning to 
pay off. 

Whether the company achieves all the potential benefit 
for a reasonable cost depends on the way it implements 
planning. The rewards are there; unfortunately, many fail 
to achieve them. 
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Value Added Tax in the 


Irish Republic 


by T. PEARSE CROWLEY, MA B.Comm., F.C.A., A.C.LS. 


It is proposed to introduce value added tax in Ireland as from March 1st, 1972, a year 
ahead of the appearance of the same tax in England. This article presents an outline of 
the goods and services to which VAT will apply, the exemptions and operative rates. 


A, present there are two sales taxes in the Republic of 
Ireland, a general turnover tax of 5 per cent levied on 
a wide range of business activities (excluding plant, 
machinery and equipment used for the purposes of a 
taxable activity) and a selective wholesale tax of 10 per cent 
(20 per cent on certain durable goods). It is intended that 
the new value added tax will replace both the turnover and 
wholesale taxes. 
The main advantages claimed for value added tax are: 
(a) it is a deterrent against tax evasion, as the system of 
administration, based on invoices, makes it very difficult 
to avoid liability; 
(b) it is a tax on consumption rather than a tax on production 
or distribution; 
(c) it does not place exporters at a disadvantage, as the tax 
is neutral in relation to international and internal trade; 
(d) it is the system of sales taxation adopted by the European 
Community (EEC) countries. 


The principal disadvantage of value added tax is the 
cost and complexity of administration. The present whole- 
sale and turnover taxes are relatively simple to operate and 
the rates (5, 10 and 20 per cent) are easy for calculation 
purposes. In addition, there are many exempt activities. 


Effects of value added tax 


The introduction of value added tax will affect the govern- 
ment exchequer and the retail price structure. There will 
be a loss of about £3.5 million to the exchequer as a result 
of the elimination of the double taxation at present existing 
in certain building materials but it is expected that this 
loss will be made good by the application of the new tax, 
right down to the retail stage, in respect of goods at present 
subject only to the wholesale tax. 

As regards the effect of the new tax on the retail price 
structure, it is hoped that there will be no change because 
the proposed rates of value added tax correspond to the 
effective rates under the present wholesale and turnover 
taxes. 

Value added tax will extend to all stages of production 
and distribution, right down to the retail stage, and it will 
apply also to imports. It will be levied on the consideration 
for the delivery of goods or rendering of services within the 
State. 


The tax will apply to the following, in addition to the 
more usual business transactions : 

(a) hire purchase; 

(b) goods withdrawn from stock by proprietors; 

(c) sales by auction. 


In the case of auctions, two transactions will be deemed 
to have taken place; first, a sale or delivery from the owner 
to the auctioneer, and secondly a similar sale or delivery 
from the auctioneer or agent to the purchaser. 


Exemptions 


Unlike the present wholesale and turnover taxes, the num- 
ber of activities that will not become liable to value added 
tax is very small. Where a transaction is exempt, the 
beneficiary cannot claim a right to a credit for any prior- 
stage tax suffered. 

The following is a summary of the main exemptions 

proposed : 

(a) immovable property, except development transactions 
or the first sale of a building by a builder; 

(b) lettings of immovable property, with the exception of 
machinery and business installations, hotel or guest 
house lettings and car parks; 

(c) board and lodgings otherwise than by hotels or guest 
houses; 

(d) lottery tickets or coupons; 

(e) professional services of a medical, dental, optical or 
educational nature, including accountants, solicitors, 
barristers and veterinary surgeons; 

(f) hospitals, nursing homes and schools; 

(g) banking and insurance services; 

(h) moneylending, otherwise than by hire-purchase or credit 
sale ; 

(i) stocks, shares and securities transactions; 

(j) sporting events, broadcasting and television (except for 
advertising) ; 

(k) public transport of passengers; 

(/) funeral undertaking; 

(m) betting. 

Imports by registered persons will not be charged to 

value added tax at the point of importation but, of course, 
subsequent deliveries of goods will attract liability. Non- 
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registered people must pay value added tax at the point of 
importation. 

Exports will not be liable to value added tax and because 
they are given a zero rate, there will be a claim for refund 
of the full tax charged at prior stages. This refund will 
apply not only to the goods exported but also to capital 
expenditure by the exporter. 


Farmers 


Farmers have the option of registering or not. It seems 
unlikely that many of them will register, as the only real 
advantage would be relief for value added tax on farm 
machinery, whereas they would be liable for tax on all 
sales of their produce. In addition, there would be the 
trouble of keeping the necessary records. 

However, farmers who carry on specialist activities such 
as market gardening, egg and poultry production on a 
commercial basis, milk vendors and livestock exporting 
will be liable to value added tax and must register. Proper 
records must be kept by such farmers and they will be 
liable for tax but can, of course, reclaim any tax borne 
by them on their purchases. 

Sales between non-registered farmers will not be liable 
to value added tax. 

Small fishermen will not be required to register and will 
be treated similarly to unregistered farmers. However, sea 
fishermen engaged full-time on large scale fishing will be 
required to register and keep records. They will pay tax 
on their sales and will be entitled to reclaim tax paid on all 
expenditure. 


Rates of tax 
Four rates of tax will be applicable, namely : 
Zero rate on a very small number of activities. 
5-26 per cent on foodstuffs, clothing, drink and services 
generally. 
16-37 per cent on durable goods. 
30-26 per cent on luxury items, motor-cars, caravans, radio 
and TY sets. 


The zero rate must not be confused with tax exemption. 


- Where a transaction is exempt, no tax is payable by the 


recipient of the consideration but he cannot claim a right 
to a credit for any prior-stage tax charged. In the case of 
zero rating, there is provision for repayment or credit of all 
prior-stage tax on purchases in the course of business by an 
accountable person in connection with that activity. 

Zero rate will apply to the following activities only: 


(a) exports by an accountable person; 
(b) services rendered abroad; 


(c) carriage within the State of goods in transit to a foreign 
destination; 


(d) docking, landing and handling facilities in connection 
with the import or export of goods; 


(e) goods or services in respect of repair of foreign ships or 
aircraft; 
(f)construction, repair and maintenance of roads, harbours 
and sewerage works by local authorities; 
(g) services provided by the Commissioners of Irish Lights. 
Most goods and services will be liable to the 5-26 per cent 
rate, the principal items of goods being: 
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(a) livestock and animal feeding stuffs and animal medicines; 

(b) foodstuffs and drink; 

(c) clothing; 

(d) tobacco; 

(e) fuel, electricity, lubricating oils and greases; 

(f) medicines, certain medical equipment and 
carriages; 

(g) wool, horsehair, feathers, hides, skins and carcases; 

(h) fertilizers, seeds, plants; 

(i) unprocessed timber and trailers; 

(j) boats, other than those charged at the 30-26 per cent rate; 

(k) mechanically propelled road and rail vehicles used for 
goods; 

(/) plant and machinery used by farmers; 

(m) ies sand, cement, structural steel, stone and roofing 
tiles; 

(n) railway rolling stock, permanent way and traffic equip- 
ment; 

(0) computers and accounting machines; 

(p) books, brochures, catalogues and trade literature. 


invalid 


The main services liable to the 5-26 per cent rate are: 

(a) tailoring, dressmaking and boot and shoe manufacturing 
and repair; 

(5) accommodation, food and drink supplied by hotels and 
guest houses; 

(c) admissions to cinemas and theatres; 

(d) agricultural services such as cultivating, fertilizing, 
sowing and harvesting; 

(e) travel agency and tour operations; 

( f ) transport and storage of goods; 

(g) parking accommodation by operators of car parks; 

(h) professional services of architects, engineers and quantity 
surveyors ; 

(i) hairdressing, laundry, dry cleaning; 

(7 ) letting of immovable property; 

(k) work on immovable goods such as maintenance and 
repairs; 

(/) advertising and newspaper competitions; 

(m) computer services and management consultancy services; 

(n) employment agency services. 


The 16°37 per cent rate will apply to certain goods 
used in connection with agriculture and building construc- 
tion, corresponding to the overall effect of the present ro 
per cent wholesale tax and the 5 per cent turnover tax. 
However, credit will be given for the tax suffered. Certain 
items of plant and machinery will be liable as will also 
be hiring charges. In the case of hiring firms, full credit will 
be given for any tax paid on the purchase of goods hired. 

Where a trader has a turnover of £1,000 per month or 
less, he will not be required to register unless more than 
50 per cent of his sales are of goods liable to the 16°37 per 
cent rate. In such cases, the turnover limit is reduced to 
£500 per month for registration purposes. The monthly 
limit is reduced to £150 in the case of persons providing 
services or selling goods such as farm produce which have 
not passed through taxable channels. Non-registered 
traders are not, of course, entitled to any credits for tax 
borne by them on their purchases. 

Goods which are at present liable to the 20 per cent 
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wholesale tax will attract VAT at 30:26 per cent. The 
charge will be made once, at the point of importation or of 
delivery within the State by the manufacturer or assembler. 
The 5:26 per cent rate will apply to all subsequent stages, 
but thereafter credit for tax will be restricted to that rate and 
no allowance will be granted for the 30:26 per cent paid at 
the point of importation or manufacture. 


The main items liable to the 30°26 per cent rate are: 


(a) passenger motor vehicles; 
(b) caravans, including mobile homes; 
(c) boats and ships not exceeding 100 tons gross; 


(d) radios, television sets, gramophones, record players and 
gramophone records. 


Value added tax will be payable on second-hand goods 
sold or imported. Where goods are exchanged or bartered 
between persons, tax will be levied on the value of the 
articles just as if separate sales had taken place. In the case 
of a trade-in arrangement, tax will be levied on the cash 
part only but the subsequent sale of the goods traded in will 
attract additional liability. 
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Accounting records 


Registered persons must keep such records as will enable 
their tax liability to be computed correctly each month. 
Full details of purchases and sales must be available. The 
invoice is the basic document and is the decisive factor 
in determining the times at which the added value tax 
becomes due and may be credited. 

Value added tax will become payable on the tenth day 
of each month or within nine days thereafter, in respect of 
transactions during the previous month. The following 
amounts may be deducted from the gross tax due: 


(a) tax on goods and services purchased (invoiced) during the 
month; 


(b) tax on goods imported during the month; 


(c) tax chargeable on goods taken from stock and used for 
business purposes. 


It is important to note that the deductions mentioned above 
may be made even though the goods or services involved 
have not been paid for nor the tax thereon remitted to the 
Revenue Commissioners at the time. This arises because of 
the use of the invoice as the basic document. 





The Accounting World 


Topics of Professional Interest from Other Countries 





AUSTRALIA 


Conformity with Institute Statements 


HE General Council of The Institute of Chartered Ac- 
| eee in Australia has strongly urged members to 
adhere, as far as possible, to its recommendations on ac- 
counting practice. 

In its statement, the Council affirms its belief that the 
Institute and its members have responsibilities to the business 
community for the establishment and improvement of standards 
of financial accounting to meet changing business needs. 
Shareholders and others examining accounts do not always 
realize that business activity is a continuing process, and that the 
preparation of financial statements for a particular business at a 
nominated date necessarily involves judgement in estimating 
the ultimate outcome of transactions in progress at that date; 
or that financial statements are prepared by the directors for 
presentation to shareholders, and that the function of the auditor 
is to express an opinion whether those statements are drawn 
up so as to exhibit a true and fair view. Such problems, of 
course, are not peculiar to Australia. 

According to the statement, committees of the Institute 
in each State were perusing the accounts of public companies 
for the purpose of noting apparent deviations in those accounts 
from Institute statements and recommendations, and from 
legal requirements. In the event of any significant deviation 
the member concerned might be requested to explain the 
underlying circumstances. The Council hopes to achieve the 


situation in which members of the Institute who assume re- 
sponsibility for financial accounts in any capacity should be 
under an obligation to disclose significant departures from 
Institute recommendations, and to justify their position. 

The issue of the statement has received considerable pub- 
licity in the Australian financial press, and has provoked 
controversy as to the right of an accounting institute to adopt 
strong measures to secure adherence to statements on account- 
ing practice. However, Australian accountants are more 
likely to see the issue of the statement as an important step in 
the Institute’s continuing efforts to raise the standards of 
accounting practice in Australia. 


National Stock Exchange Secretariat 


LARMED by persistent suggestions that an SEC type of 

national regulatory body might follow the deliberations of 
the Senate Select Committee on Securities and Exchange, the 
Australian stock exchanges have acted to form their own 
national secretariat. 

The decision, which was announced by the President of the 
Australian Associated Stock Exchange, Sir Cecil Looker, 
involves the appointment of a permanent full-time president 
at a salary expected to be more than $A40,000 per annum. 
Applications for this position, and for executive appointments 
within the central secretariat, will be invited shortly. 

It is intended that the central secretariat will initially take 
charge of the executive functions of the exchanges, including 
responsibility for stock exchange listings, exchange research 
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and official exchange journals and publications. Sir Cecil 
further envisages the secretariat becoming the licensing body 
for sharebrokers, who would become members of the Australián 
Associated Stock Exchange licensed to operate in specific 
cities. He is also understood to favour the idea of the secretariat 
eventually assuming policing powers and responsibility for a 
unified audit system. 


Whether or not the formation of this secretariat will be 
regarded as adequate to meet the needs of the securities in- 
dustry for regulatory authority remains to be seen, although 
most Australians will regard the development as a move to 
increase confidence in the Australian stock exchanges. Among 
hee first to comment on the announcement was Sir Magnus 
Cormack, Chairman of the Senate Select Committee on 
Securities and Exchange, who described the plan as a major 
step forward in providing a modern concept of responsibility. 


(From our Australian Correspondent.) 


NEW ZEALAND 


Shipping Interests 


ONTHS of conjecture about the future of Union Steam 

Ship Co, hitherto owned by the British P. and O. group 
cnded with the announcement that New Zealand and Australian 
eompanies are to acquire its ordinary shares. The New Zealand 
Government will provide bridging finance and will also buy 
shares in the Union company on a temporary basis, if this is 
necessary, to ensure a 50 per cent New Zealand ownership. 


A consortium of New Zealand companies will form a com- 
pany, New Zealand Maritime Holdings Ltd, with a capital of 
$6 million. At least 34 New Zealand companies have expressed 
interest in taking up a holding in the new company, including 
New Zealand Forest Products Ltd, which depends heavily on 
shipping for its export trade and is prepared to contribute up to 
$1 million. 


Australia’s joint interest in the Union company will be held 
through TNT Shipping (NZ) Ltd, which will in turn be owned 
in partnership by Thomas Nationwide Transport and Bulk 
Ships. The latter company is a joint holding of Adelaide 
Steamship and TNT. 


Total assets of the group being acquired are slightly in excess 
of $52 million. The fleet consists of 39 ships, including two 
passenger ships, two small tugs, and six roll-on roll-off freighters. 
The remainder are conventional freighters. The New Zealand 
Government had sought to encourage the Seamens’ Union to 
purchase shares in the consortium company, hoping that an 
investment by the union would have not only resulted in greater 
co-operation from the trade union movement but also ensured 
future employment in occupations closely associated with the 
country’s trading role. Unfortunately, such a shareholding 
would have been contrary to union rules. 


There is still doubt in political circles whether the half share- 
holding will entitle the New Zealand participants to a 50 per 
cent say in the policies of the new ownership. Remarks by the 
Australian company’s chairman suggest that the new ownership 
will improve New Zealand shipping services by the introduction 
of specialized ships for major shippers. 


UNITED STATES 


New Auditing Rules 


MPROVED guidelines for auditing corporate financial state- 
ments are established in two pronouncements issued recently 
by the American Institute of Certified Public Accountants. 


The first deals with financial statements where more than 
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one auditing firm has examined portions of a corporation’s 
accounts. According to Leonard M. Savoie, the Institute’s 
Executive Vice-President, it sets forth criteria to enable the 
principal auditor to determine the circumstances under which 
he can rely on the work of another auditor. If the conditions are 
not met, the principal auditor may be required to qualify or 
disclaim an opinion. The statement also provides guidelines 
for reporting on the degree of responsibility being assumed by 
the principal auditor. 


The other statement closely limits the situations where the 
auditor can give an opinion on segments of the financial state- 
ments —a so-called ‘piecemeal opinion’. In general, the new 
standard would prohibit such an opinion if the client imposes 
restrictions on the scope of the auditor’s work since, in the view 
of the Institute, a reader may attach unwarranted significance 
to the piecemeal opinion where the auditor’s work has been 
restricted in a significant way. 


The new rule would preclude a CPA from giving a piecemeal 
opinion on bank holding companies unless the underlying banks 
had been audited. It parallels a recent ruling by the Securities 
and Exchange Commission requiring audits of banks as 
well as bank holding companies in statements filed with 
the Commission for fiscal periods ending after November 
30th, 1971. 


CANADA 


Income Tax Reform 


HE Royal Commission set up in September 1962, made 

far-reaching recommendations for improvements in Canada’s 
tax laws. In November 1969, Mr Benson, the Minister of 
Finance, issued a White Paper on Tax Reform which received 
from many critics even harsher condemnation than the Com- 
mission’s report (The Accountant, August 12th, 1971). Now 
Parliament is debating a new Bill, introduced on June 18th of 
this year. 


Writing in The Canadian Chartered Accountant for August, 
Mr Donald R. Huggett, c.a., does not regard this measure as 
introducing reform in any true sense of the word; for it has not 
eliminated double taxation, avoidance of ‘dividend stripping’ 
will still be a problem, and the original ‘temporary’ provision for 
Ministerial discretion to prevent tax evasion has been retained. 
The problems of associated companies continue and the need 
for differentiation between capital gains and income will be as 
great as ever. 


Nevertheless, there is clear evidence that the representations 
widely made against the White Paper were taken seriously and 
Mr Huggett considers this an important and successful step in 
the evolution of participatory democracy. The new legislation 
comes as close as is realistically possible to reflecting a con- 
sensus of Canadian opinion. The greatest surprise of all is the 
prospective elimination of gift and estate taxes after December 
next, particularly as the Royal Commission recommended 
taxation of bequests as ordinary income. The full effect of the 
new decision will depend on the provinces, particularly Quebec, 
Ontario and British Columbia which collect their own suc- 
cession duties. 


Both Royal Commission and White Paper required a corporate 
tax rate of at least 50 per cent; the Bill proposes a progressive 
reduction to 46 per cent by 1976 (The Accountant, July 8th), 
which is a welcome innovation. Though the top individual rate 
will be 60 rather than 5o per cent, this is still a large reduction 
from the present 82 per cent. Mr Huggett concludes that the 
proposal for forward averaging, through purchase of ‘income- 
averaging annuities’, is a substantial breakthrough and a 
concession to high marginal rates. 
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EMBERS of the Business Equipment ‘Trade Associa- 

tion (BETA) have visualized a new style in organizing 
this year’s Business Efficiency Exhibition — which will be 
held in the Grand and National Halls of Olympia from 
October 5th to 13th, and opened by none other a person- 
ality than Lord George-Brown. 

There will be no specific theme, but it is significant that 
one-third of exhibition space is to be taken up by account- 
ing machinery, and a series of seminars on ‘Practical office 
management’ arranged by The Institute of Office Manage- 
ment (The Accountant, July 29th) will be held in the 
exhibition building. Among the speakers at these seminars 
will be Mr H P. Cemach, F.c.a., Editor, Anbar Publica- 
tions, and Mr W. A. Green, senior O & M officer, British 
Steel Corporation. 

In view of the forthcoming Computer 72 — another 
BETA promotion — there will be no main frame computer 
installations at BEE, although one or two well-known 
manufacturers are exhibiting comparatively small machines 
and demonstrating the use of peripheral equipment. Needless 
to say, BEE will be a launching pad for new products and 
services; some of these, as well as old and trusted friends, 
are described briefly below and on the subsequent pages. 


Electronic Typewriters 


One of the highlights of this year’s BEE could well be the Casio 
Typuter electronic typewriter which will be exhibited for the 
first time in the UK. It is claimed to be 
the most completely silent typewriter unit 
in the world. Being completely electronic, 
mechanical failures — the bugbear of most 
electric typewriting units — are eliminated. 
Initially the Typuter will be applied as 
an input/output machine, and it is ex- 
pected that it will cost only half the price 
of conventional I/O units. 

The Typuter uses the Casio Jet Printer 
as the printing unit, ink particles being 
formed into characters and thrown on to 
any type of paper by the electronic 
printing unit. Letters or figures are entered 
as usual on a standard keyboard, but only 
typed by depressing an operation bar; 
mis-entries may, therefore, be corrected 
before printing. The machine calculates 
the space available up to the end of the 
printing line, and if this is insufficient for 
the printing of an entry, that entry is 
printed on the next line. As a further 
time-saver, characters can be entered 
while the machine is actually printing. 

Punched or magnetic tape output 
facilities are provided, and the tapes 
generated can be used for data storage, 


yet one more attribute of the Typuter is weight binder rack. 


Business Efficiency Exhibition 1971 


Olympia ‘A Launching Pad’ 


that it can be linked to a Casio electronic calculator and so 
provide a calculating facility. 

Mention of typewriters necessarily conjures up in one’s mind 
names like Olivetti and Remington Rand. Both these companies 
are exhibiting their products, which have become very much 
diversified over the years. Olivetti, for example, are exhibiting 
a basic accounting system of a micro-computer, a magnetic tape 
keying system, and their Logos 250 and 270 electronic printing 
calculators, in addition to the full range of their adding, cal- 
culating and copying machines, and portable, manual and 
electric typewriters. Likewise, Remington products cover a 
very wide range of equipment including computer print-out 
binders, electronic desk calculators, electrostatic copiers as well 
as the well-established range of Remington typewriters, such 
as the model 24D manual with feather-light touch, the low-cost 
713 electric, the model 26 full electric, and the range of portable 
machines. 

In fact, the Remington stand will present all these products 
with the theme ‘Remington puts paper in its place’, offering 
‘instant calculations electronically, typewriters to create records 
perfectly, copying electrostatically, control of records visually 
and graphically, filing and retrieving of records manually or 
automatically, and the protection of records from fire, per- 
manently’. 


Copiers 


Gestetner is a household name in the world of duplicators. The 
Gestetner FB 12 which will be introduced to the exhibition is 
a compact electrostatic plain paper copier, manufactured in 





Remington Computer Print-out Binder. The multi-hole mechanism permits various sizes of 
forms to be accepted in one binder. Also pictured is the Remington Datatrack — a trim, light- 
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The new Gestetner FB12 plain paper copier. 


Great Britain and available on leasing terms or by outright 
purchase. Using any plain, dry, white or coloured paper, up to 
I2 copies per minute or 720 per hour may be printed, whether 
the original is reproduced from books, magazines, or files, 
without any necessity to remove pages. Objects may also be 
copied in the third dimension. 

Simple to operate, the machine has only two controls, an 
on/off switch, and a print switch. The pre-set counter for 1-20 
copies switches off the feed on completing the run — although 
it can also be set for continuous running, and a useful check on 
monthly usage kept by a six-digit totalizer. Estimated cost per 
copy is 0-7 pence, excluding rental or leasing charges, or 
amortization in the case of an outright purchase. 

Should a run of up to 200 copies be needed, offset plates can 
be made without adjustment. The FB 12 will run off a 13-amp 
plug, no warm-up time is necessary, the machine is always 
ready for use, and the first copy should be printed in five 
seconds from the placing of the original. 

Needless to say, Gestetners have other exhibits, such as their 
new Combi-Unit which fills a long standing need in modern 
offices. Taking only 5 ft 2 ft of space, it brings a complete 
desk-size duplicating centre to the business office. It accom- 
modates a Gestetner stencil duplicator, an electric stencil 
scanner or thermal stencil maker, and provides storage place for 
stencils, inks, paper and accessories. 

The 213 offset duplicator is also being launched at the exhibi- 
tion, and with the introduction of this machine, which can take 
A3 size paper, the user can achieve even greater speed and 
economy in duplicating A4 size matter, by doubling up. 

Another flat-bed copier that does not seem to need preli- 
minary warm-up time is the Arcor ‘In Brief’ copier, marketed 
by the Reprographic Systems Department of The Solicitors’ 
Law Stationery Society. This machine fulfils an important role 
in business situations by being able to produce one-piece copies 
from originals up to A3 (164 in. x 11} in.) or brief size (16 in. x 
13 in.). It can also produce offset litho masters, simply by in- 
serting a different paper roll, and as these are instantly dry they 
can be used immediately on an offset litho printing machine/ 
duplicator. The ‘In Brief’ can also be obtained on lease or by 
outright purchase. 


THE Brats FSE 


ACCOUNTANT 455 


ww CS es 


Za i H - Leg d Lu per 
EE ALE 
"e Se. R vr. lt, “2 


e 


Communications Systems 


Obviously communications are of critical importance to business 
and the telephone is undisputably vital equipment in this 
respect. For that reason, the Post Office very appropriately is 
demonstrating how to make even greater contributions towards 
business efficiency by exhibiting its Tape Callmaker and loud- 
speaker set. Telephones today are no longer the squat black 
instruments, sitting heavily on office desks, that they were in 
days of yore; they are in fact part of a whole range of types 
tailored to meet the differing demands of modern commercial 
and professional life. 

The loudspeaking telephone allows both hands to be free 
while conducting a two-way conversation over a combined 
microphone and loudspeaker. It comprises a voice amplifier, 
loudspeaker, volume control, and on/off switch enclosed in a 
well designed desk-top console. Incoming speech can be heard 
by a single person or a group of people near the desk, and the 
group can take part in discussions over the loudspeaking tele- 
phone for on-the-spot conferences. 

Instant privacy can be achieved simply by using a normal 
hand set attached to the console which automatically cuts out 
the loudspeaker unit. There should be no need to try and trap 
an ordinary telephone receiver under the chin and try to hold a 
conversation while searching for writing paper, documents, or 
holding a file. 

Over a period, the time taken to dial calls on an ordinary 
telephone can add up surprisingly, but in using the Tape 
Callmaker the call is dialled automatically at the press of a 
button. A three-inch-wide, white-coated, magnetic tape with 
an A-Z index at the side is used, with spaced horizontal lines 
dividing the tape and the number being noted under the 
appropriate letter of the alphabet. Numbers are initially fed 
into the Callmaker’s ‘memory bank’ using a programming dial, 
and when a number is needed the tape is turned manually or 
by an electric motor until the number appears between two 
guide-lines. Once the dialling tone is heard the caller presses a 
button and the machine does the rest. 

Each of the maximum of 400 telephone numbers stored on the 
Callmaker’s tape can contain up to 18 digits, so that any number 
that may normally be dialled in the United Kingdom or abroad 
can be stored. Using the tape’s motor drive it takes 12 seconds 








A loudspeaking telephone to be shown at the exhibition by the Post 
Office. 
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E tion-only circuit, dial telephones, or dial plus push-button 
bai. telephones on PAX or PABX private exchanges. It is suitable 
E for a hybrid operation, when PAX or PABX are combined 
Pe: with separately-wired telephones; with the latter there is the 
be choice of manual or automatic selection of the remote controlled 
ie. Agavox in the typing centre. E 

be As to the actual dictation on the machine, a new féature gives 
e the choice of fast run-back or interrupted run-back; the former 
KC allows the dictator to go back quickly to the very beginning of 
i his recording on the disc; the latter goes back in ‘snatches’ for 


the location of a specific part of a recording. 

There is an Agavox model 2B dictating/transcribing machine 
which can be used for both dictation and transcription, and uses 
a 12-minute capacity magnetic disk with a life well in excess of 
20,000 recordings. Controls for both dictator and audio typist 
are extremely simple and logical, making it an exceptionally 
easy machine to use. The flat shape of the Agavox enables files 
and documents to be placed on it, thus saving desk-top space. 





The new Toshiba 1414G electronic calculator features a pre-set pro- 


gram system which uses pre-programmed cards. Computer Peripherals 


Nixdorf are introducing a new magnetic disk unit for visible 
record computers, and claim that this is the first unit to have a 
disk pack which can be split so as to increase file handling 
capability. Operating systems have been devised so that the 
units are tailored to the requirements of direct data processing, 
and the selection of information is effected by a high-speed 
linear motor. 

Three applications of automatic data processing equipment 
will be demonstrated in ‘The Addo Way’. First, the new Addo 
‘Data Key’ input device which enables personnel detail to be 


to run completely from A to Z but the average selection time is 
only five seconds. The telephone can, of course, also be used for 
numbers not stored on the tape. 


Calculators 


An interesting range of calculators made by the Sharp Corpora- 
tion — almost an exhibition in itself — will be shown by Bosco 


who market them in the United Kingdom. From the pocket- 
sized, battery driven ELSI-8 (the ELSI-8M model even has a 
memory) to the desk-sized, all mains 363P, the prices are from 
£158 to £750. It would be a little too much to expect pocket- 
sized calculators to be programmable, even in these days of 


‘terminal read’ and associated with time, condition, and location 
to form a time-recording system. Secondly, there will be an 
illustration of how data can be collected by local authorities, 
and thirdly, a system for collecting periodic payments will be 
described. 


enlightened electronic technology, but there have been testi- 
monials to them by practising accountants for their portability 
and rapidity of action, which have proved so invaluable at board 
meetings during discussions on a company’s past activities and 
projections of future operations. 

At the other end of the Bosco range, the desk-sized 363P is 
a programmable calculator with seven storage memories, three 
working registers and a 16-figure display. Programs are avail- 





Ea Ki WC h'-. . 


ny able from Bosco Ltd, 8 White Hart Parade, Riverhead, Seven- ea | 
Ge oaks, Kent, and each one may contain up to 144 steps and be -— +f 
er split into two separate sections. They can alternatively be ee 


written on the machine by the user, or his own programmer, 
and transferred for permanent or temporary records to magnetic 
cards, thus giving the opportunity of an unlimited library of 
programs. 

Other exhibits of pocket calculators will be those by Ozalid, 
Sony, and Toshiba, with desk-top models by Block & > > 
Anderson, Addo, Casio, Canola, Hewlett-Packard, Remington = = 
Rand, Sumlock and Toshiba again. Not to be outdone, Dataset, ee 
a member of the International Computers Group of Companies, 
will be exhibiting a wide range of their products, which include 
modular office furniture, magnetic tape evaluators and cleaners, 
printing punch, and storage cabinets, in addition to the Data- 
sum 10 electronic desk calculator. This, at £235 with a two-year 
guarantee, is not to be considered lightly. 
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Agavox Code-line Teledictation 


Agavox are launching their Code-line Teledictation system at 
BEE. The system is claimed to incorporate a number of tech- 
nical advances, the principal one being its compatibility with | oe : SE 

virtually all types of automatic telephone exchanges. The unit A three-machine Agavox Code-line Teledictation unit. This remote- 
is stated to be completely universal, irrespective of whether it is control, dictation-by-telephone system will be shown for the first 


linked to push-button telephones on a separately-wired, dicta- time at the BEE. 
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The new Ricoh Typac 16B small invoicing computer from ADM Business Systems. 


Invoicing Computer 


Electronic invoicing computers have another entrant to their 
ranks, namely the Typac 16B, which has a 16-word memory 
and a computer capacity of 15 digits. Programs are accepted in 
the same way as full-sized computers by utilizing a built-in 
stored program system for retention, and magnetic tape cassettes 
allow programs to be changed rapidly. 

ADM Business Systems and Ricoh International have re- 
cently signed an agreement for the distribution of this machine 
through the ADM network, and it is referred to as the Ricoh 
Typac 16B. In the opinion of the distributors, not only are 
invoices produced rapidly in multiple forms but the layout of 
the keyboard and system is simple enough for staff to be in 
production in as little as 30 minutes. Furthermore, the type- 
writer has a printing speed of 580 characters per minute and 
14 different instructions allow complex invoicing to be per- 
formed with fewer steps than any comparable machine at a 
price of under £2,000. 


Computer Accounting Service 


Singer Information Services Co (Sisco) are launching a com- 
pletely new computer accounting service at the BEE. This 
service, called SABRE (Singer Accounting and Business 
Reporting) has been specially developed for wide and general 
use by manufacturers, wholesalers and retailers, and includes 
sales accounting, sales reporting, purchase accounting and stock 
reporting, as well as general accounting applications. 

The customer can choose to prepare data himself on paper 
tape, cards or magnetic tape, or source documents can be sent 
directly to Sisco for processing. Sabre is thus a flexible and 
modular package with the customer choosing his own applica- 
tion area and making use of any or all five applications. 

Sabre can handle data from most accounting machines and 
will be demonstrated at the BEE using input produced by the 
Friden 5005 Computyper. 


An Integrated Reprographic System 


The AB Dick Company of Great Britain will be exhibiting a 
range of electrostatic and off-set duplicators, including the first 
showing at Olympia of ‘System 9,000’, their latest development 
in copy duplicating. System 9,000 is an integrated reprographic 


system which combines high speed, 
top quality duplicating with the lowest 
possible costs. 

For those who require the ultimate in 
copy duplication, namely, the automatic 
sorting of copies into sets, the completely 
new collator section of the system will 
be of particular interest. Available in 
three standard models with 30, 60 or 
go bins, each version can also be obtained 
to special order with program control 
units to suit specific users’ needs. 

Leasing arrangements are available 
from £86 per month, and outright 
purchase from £4,000. 


Filing Units 


With the intention of indicating simple 
and adaptable forms of filing, whether for 
large or small office systems, Expandex 
are exhibiting Latra filing units which 
need only half the floor space taken up 
by conventional drawer files but which 
nevertheless accept any type of insert 
cover up to foolscap size. The same company are also 
exhibiting their new Datadex index system which is a handy 
record keeper, taking up to 35 record cards 8 in. x5 in. 


Rotating Card File 


Unique in the sphere of filing systems is the circular Scanex 
method of ADM Business Systems which has now been adapted 
for the use of file cards, with rapid access and replacement 
facility. Called the Rotascan Card File, it is calculated to meet 
file-card system requirements of between 7,000 and 100,000 
cards, the file consisting of a metal shelf rotating around a fixed 
spindle. The edge of the shelf is adapted to house a wide 
variety of reference cards, including the generally accepted 
standard-size file cards in use throughout the United Kingdom, 
that is to say 3 in. X4 in., 6 in. X4 in., 8 in. X 5 in., and 74 in. X 
34 in. computer cards. Equipment can also be manufactured to 
suit any special applications involving unusual sizes. 





Rotascan Card File. 
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Simplicity of Microfilming 


As might be expected, Bell & Howell are exhibiting a compre- 
hensive range of microfilm equipment including recorders, 
readers, printers and micro-data processors. The Director II 
Recorder shows how high-volume 16 mm. microfilming is a 
simple office routine by which documents up to 12 inches wide 
and of any length can be automatically and continuously fed 
and filmed at a very high speed. Interchangeable camera units 
can film both sides of documents and can create two films 
simultaneously, while other features of the recorder include 
automatic exposure control, auto-feeder to prevent feed 
problems, automatic inkless endorsing and face cancelling, and 
comprehensive control, item counting and fast indexing 
facilities. 

Following the Bell & Howell Business Equipment Group’s 
recent formation of a Phillipsburg Division to market Baum- 
folder, Magnacraft and Phillipsburg equipment for paper 
handling, folding, labelling, addressing and inserting, certain 
of these sophisticated machines will be shown at the 
exhibition. 


Executive Furniture 


As the accent of the BEE this year is on accounting machines 
and general efficiency in the office, one would expect Abbess 
to exhibit some of their furniture. They will be showing 
for the first time their new Linear ‘C’ range of single and double 
pedestal desks in natural teak. This inexpensive range, also 
available in mahogany finish, is primarily designed for 
secretarial, clerical and administrative use, but for the first 
time there will be on show two new Abbess management 
desks with inlaid tops available in either natural mahogany or 


teak finish. 


Document Conveying Systems 


Lamson Engineering Co, a member of the Lamson Industry 
Group, are exhibiting a selection from their extensive range of 
equipment on Stand No. 136. For example, a major new docu- 
ment conveying system — the 100 mm. Lamson Selective Docu- 





The electrically operated ‘Text-Liner’ document holder will fit any transcription keyboard. The 
flick-on, illuminated magnification bar will enlarge and clarify small type. 
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The Remington Lektriever — an automated record retrieval unit. 


ment Conveyor — will be launched at the exhibition. This is a 
giant version of the existing selective document conveyor. and 
carries rigid PVC file boxes measuring 17} in. long x 114 in. 
high x A3 in. deep, capable of accepting an approximate maxi- 
mum load of 18 lb. and sufficient for several capacious files. As 
with the sister system’s flexible plastic wallets, the method of 
addressing the file boxes is by means of a sliding metal tab on 
the side of the box, and the boxes are transported between floors 
by means of free standing towers, approximately 2 ft square. 
A special short tower section is available to lift boxes from a 
horizontal run at working height to pass over doorways and 
so on. 

Other Lamson exhibits will include versions of the Electric 20 
document lift and of the smaller Mk 1 and Mk 2 junior twin 
lifts. And there will be demonstrations of the Lamson Flight 
Master system and the Preselector airtube system. The Flight 
Master, an automatic single line airtube 
system, is designed to allow rapid 
intercommunication between stations, 
and is particularly suitable for carrying 
documents and small items where the 
volume of traffic is light. 


Document Reading Aid 


Considered by Copyholders Ltd to be 
an indispensable adjunct to typewriters, 
computer data input systems, visual 
display units, accounting machines and 
so on, is their Text-Liner reading aid. 
This device will hold all single sheet, 
batched, or continuous source material 
up to a paper width of 18 in.; a small 
micro-switched foot pedal enables the 
keyboard operator to progress the data 
or text matter automatically — and at a 
controlled speed — past a fixed reading 
line. Both hands are free to work the key- 
board without interruption so that lines 
will never be ‘lost’; a very useful feature 
is a flick-on magnification bar which may 
be used to enlarge small print. 
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William Pickles’ Diversification Troubles 


ANY sins are laid at the door of diversification and 

particularly when diversification means that a company 
steeped in one particular industry is enlarged by the addition of 
another company totally unconnected with the organization’s 
established business. The main board of directors may feel the 
need to seek the protection of diversification, but in buying that 
protection they have to rely heavily on the advice and opinions 
of others. 

Time after time there are instances where the original 
business prospers, despite all the fears expressed and despite all 
the need felt for the injection of new interests, and the laggard 
in the organization proves to be the new company, the very 
company that was going to put a spice into the mixture of the 
business if not some icing on the cake. 

This has happened in an extraordinary way to William Pickles 
& Co, of Manchester, a holding company in the textile industry. 
Subsidiaries make garments, furnishing fabrics, curtains and 
handkerchiefs; produce and wholesale household textiles and 
made-up merchandise, and are merchant converters of shirting 
materials. Not that the new reader of the Pickles report would 
know. The named subsidiaries are merely grouped under 
“Textile Interests’, but in 1969 they accounted for g7 per cent 
of profit and 92:5 per cent of turnover, with os per cent of 
profit and 4'2 per cent of turnover coming from a printing and 
stationery company and the remaining 2°5 per cent of profit and 
3°3 per cent of turnover from Edward Holme & Co (1931), 
electrical engineers. 


Loss 


But in 1970 — for which year it took eight months to prepare and 
issue accounts — it was Edward Holme, the electrical engineering 
company bought in 1965, that let the side down. Holme was, in 
fact, bought because it was there and retained for diversifica- 
tion. It was bought so that Pickles’ subsidiary, Banner Textiles, 
could extend its head office. 

At the time of the acquisition Holme’s chairman retired and 
soon afterwards the managing director reached retirement age. 
In his statement to shareholders Mr William Pickles recalls that 
it therefore became necessary to appoint fresh management 
‘who gave every indication that they were capable, not only to 
conduct the company’s affairs but also to introduce switchgear 
business of a more sophisticated character which, we were 
advised, would lead to a further expansion in this concern.’ 

But things went wrong and last July the delay in publishing 
the Pickles group accounts had to be announced. The delay 
was due to the necessity for a complete investigation into the 
financial situation of the Holme company. The findings dis- 
closed a loss of over £134,000 in 1970 and that a loss of over 
£38,000 should have been recorded in 1969. In other words, 
the company had been trading at a loss for at least two years. 

The auditors’ report is qualified on the subject of the Holme 
accounts which were audited by another firm. 


Misleading 

Mr Pickles says that the monthly management reports provided 
by Holme’s executives to the parent company were ‘completely 
misleading’. The William Pickles’ directors’ report records 
that the senior executives of Holmes ‘have now left’. But the 


company is left with an unprofitable order book which cannot 
be cleared until the end of this year or the early months of 1972. 

This means a loss in the current year of the order of £150,000 
and provision has been made against reserves in the parent 
company’s accounts. Mr Pickles states ‘if the group had not 
suffered this serious setback the overall trading profit would 
have shown an improvement on the 1969 figures as the textile 
companies which form the backbone of your group produced 
profits which would have been in excess of our 1969 results’. 

Whether or not by reason of the Holmes experience outside 
the textile industry, the group’s only other non-textile interest — 
W. E. Gratton, the printing and stationery subsidiary — was sold 
during 1970. The sale realized a profit of £20,000 before 
capital gains tax. 

This year so far the textile companies have achieved sub- 
stantially increased turnover and profit and Mr Pickles is 
confident enough to suggest that textile profits should approach 
£z million by the end of the year. When the switchgear com- 
pany’s loss is finally out of the way, the future of the company 
will be ‘excellent’. 


A buyer? 


There is no indication in the chairman’s statement as to whether 
the board will attempt to find a buyer for the switchgear sub- 
sidiary once it is profitable. Shareholders may think it is time 
that the group reverted to being full-time in textiles. Share- 
holders’ control, however, is through the boardroom and an odd 
point in the William Pickles report is that detail of directors’ 
interests is spread over a double-page opening in a report the 
order and style of which is unusual. 

From the usual detail of board and officers and ‘Notice of 
meeting’, the Pickles report goes straight into the chairman’s 
statement on the left of a double-page opening, with the profit 
and loss account on the right. Two pages of notes on that 
account follow and these are followed by two pages of notes 
on the balance sheets before the reader comes to the old style 
double-sided balance sheets themselves. It is not until page 14 
that the directors’ report appears. 

The directors’ report records a resolution for the annual 
meeting that ‘Mr Wm Pickles be re-elected a director of the 
company notwithstanding that he has attained the age of 78 
years’. 


Provisions for Taxation 


ROM Australia the report and accounts of the Western 
Mining Corporation — the company that started the original 
Australian nickel boom — show the vast size geographically, 


physically and financially of the Kambalda nickel mine, the 


Kwinana nickel refinery and the Kalgoorlie nickel smelter. 
Completion of the refinery in the 1969-70 year meant a reduction 
in capital spending from A$54 million in that year to just over 
A$24 million in the past year to the end of June. Exploration 
expenditure was A$3-2 million of which some A$goo,000 was 
charged against profit and A$2-3 million capitalized. 

In the notes to the accounts it is stated that in previous years 
the company has deducted higher proportions of expenditure 
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incurred on plant and mine development for the purpose of 
calculating taxable income than have been charged to profit and 
loss account for the purpose of calculating net profit. Amounts 
claimed as deductions in excess of amounts charged to profit and 
loss account total A$3z1 million in all. 

In future, however, available deductions will be lower than 
the amounts charged to profits by the accumulated excess 
deductions and it is estimated that in future years when pro- 


‘visions for taxation are required (no provisions have yet been 


made) the amounts to be provided annually will not necessarily 
exceed the amounts that would normally need to be provided on 


each year’s profit — ‘but it is considered that if the actual 


= provisions required do exceed the normal amount they will not 
do so to any great extent.’ 


The company’s auditors, Cooper Brothers & Co, of Mel- 
bourne do not entirely agree. They concur with the practice that 


has accumulated the deductions of A$31 million, but state their 


RE ` ës 
= opinion that ‘both the company and the group should have set 


-= aside out of profits to a provision for future tax approximately 


rr 1274 million dollars of which 8-5 million relates to the past year’, 








and their report is qualified accordingly. 


Ward & Goldstone 


HE Ward & Goldstone company of Salford, making 

electrical cables, accessories and plastics, is strong on history. 
Inside the front cover of the 1970-71 report there is an acknowl- 
edgement from ‘this generation’ of ‘respect to those of our 
predecessors and colleagues who by their endeavours laid the 
foundations of this company’. The founders and past directors 
are then listed. 

History continues on page two with “History and Present 
Activities’ which records: “The original company was founded 
by the late Meyer Hart Goldstone and the late James Henry 
Ward in Gorton, a suburb of Manchester, in the year 1892... .’. 
History appears again on pages 16 and 17, which are given over 
to growth in trading profits and net assets ‘after each decade 
since incorporation’. 

In 1919, when the company became incorporated, trading 
profits were £23,000 and net assets £87,000. In the past year 
profits were £2,718,000 and net assets £7°4 million. On page 
18 it is history again, with ‘Area Growth 1919-71 — some 
interesting statistics after each decade since incorporation’, 
showing that 300 sq. ft of factory space in 1892 had grown to 
108,082 in 1919 and to three million sq. ft now. 

Nor do Ward & Goldstone stint the history in the historical 
record. Profits pre-tax, tax, net profits, dividends, amounts 
reinvested and capital expenditure are recorded for the past 
27 years — the entire post-war period. Only on seven occasions 
during that period was profit growth checked. 

A point to be made is that the Ward & Goldstone growth has 
been entirely self-financed. The company has never raised 
money, a remarkable achievement. 


Dubilier 


* AFTER receiving professional advice’ the directors of 
Dubilier Ltd have decided to change the basis of depre- 
ciation of plant, furniture and fittings to the ten-year straight- 
line method. In addition, as a step towards rationalization, 
the net assets, including the goodwill of the International 
Resistance subsidiary which has ceased to trade as a separate 
entity, have been transferred to the parent company. The 
1970-71 Dubilier accounts, as a result, are presented in a 
simpler form than last year’s. 
The revised depreciation method will come into operation in 
the current year but in the 1970-71 accounts a charge of 
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£216,849 is made as an “Adjustment to depreciation’, repre- 
senting the additional provision needed had the revised basis 
always been in use. The revised basis leads to £60,500 being 
written back from tax equalization account. 

Depreciation in the 1970-71 accounts is £65,478, but would 
have been £73,510 on the revised basis. It is estimated that the 
charge for 1971-72 will not be materially affected by the change 
in basis. The altered accounting has been introduced following 
extensive boardroom changes. Two directors, including the 
former chairman, resigned during 1970 and have since died. 
There was also another death on the board during that year. 
During the current year there have been two retirements from 


the beard. 


Gresham Trust 


ROFITS of Gresham Investment Trust in the year to 

last March were £525,398 compared with the previous 
year’s £452,571 and with a forecast of £3 million made in 
February when interim figures were issued. A material pro- 
portion of the group’s revenue arises in the form of dividends 
from unquoted companies in which the group holds substantial 
minority interests. The revenue position does not reflect the 
whole of the profits attributable to these holdings. 

Gresham’s chairman, Mr P. G. Wreford, reports that in- 
clusion of attributable profits would have increased group 
pre-tax profit by more than 50 per cent. But the chairman tells 
shareholders ‘The recommendations of The Institute of Char- 
tered Accountants in England and Wales on accounting for the 
results of associated companies do not, in your directors’ 
opinion, apply to these profits as the shareholdings are held for 
investment only and they are not in the nature of an interest in a 
trading venture.’ 

Gresham’s subsidiary engaged in investment in unquoted 
companies is Wren Trust. At the end of the financial year 
Wren had investments in 46 companies at a total cost of 
£1,767,166 but to a value of £3,033,261. 


From Sweden 


EK of the most interesting company reports this column 
has read lately is the 1970 report of Södra Sveriges 
Skogsigares Förbund, or to those whose Swedish is not what 
it might be — the South Swedish Forest Owners’ Association. 
It may be added, incidentally, that this column’s ability to read 
the report was due entirely to the fact that this is the first time 
that the Association has presented its report in English. 

The Association covers wood from seedlings to sawdust. The 
report embraces the Association’s forestry and the operations 
of its industrial enterprises concerned with sawn wood goods, and 
manufactured wood articles ranging from timber framed 
houses to processed particle boards, paper pulp, paper board, 
paper sacks and packaging. 

All these operations, their financing and their financial 
results, are put in brief in two pages in the report under the 
heading ‘The SSSF Group in Brief’. Later in the report four 
pages of statistics and graphs give a more detailed view. 
The complete report runs to 36 pages. 

The Association’s problem — as indeed it is of world’s forestry 
industry — is to keep expansion moving with demand. The 
introduction to the report concludes by urging forest owners 
‘whole-heartedly to back up the Association’ whose members are 
told ‘If, by purposeful and objective information, we can 
disseminate a knowledge of the consequences of over-expanding 
the actual timber consuming forest industries . . . then we will 
have laid a good foundation for favourable growth in South 
Swedish forestry.’ 
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City Notes 


ITY concentration on developments at the IMF and World 

Bank meetings in Washington has served to reinforce the 
view that the great economic advance ordered last spring, 
and ordered again last July, is still not showing any real sign 
of forward movement. The currency collision, rather than the 
currency debate in Washington, has shown clearly enough 
that when international deficits need making good and inter- 
national surpluses need slimming down, it is very much a 
matter of every man for himself. 

There can be great and weighty criticism of the United 
States for running a massive payments deficit, but such 
criticism is small stuff beside that aroused by an American 
effort to attempt to put the deficit right. Since America’s 
deficit is the rest of the Western World’s accumulated and 
jealously guarded surplus, the situation is understandable. 

But if there is to be a correction of the payments imbalance, 
then the quicker the foreign exchange markets help to apply the 
correctives the better. To attempt to compromise on half-way 
changes in foreign exchange rates will merely lead to another 
‘crisis’ and another adjustment in a year’s time. 

More particularly is that so if the Americans insist on putting 
their balance of payments right the quickest possible way — 
which is by forsaking external trading for complete con- 
centration on an internal economy. 


Ka Kä * * 


E the United States is forced to turn inwards for a payments 
solution, then the UK economic expansion that the Govern- 
ment and the bulk of British industry are still waiting for will be 
further delayed. Reports from the capital goods industry are 
now peppered with such phrases as ‘there is no sign as yet of the 
anticipated improvement in demand’. This is the improvement 
that industry was led to expect as the result of the Budget 
rather than last July’s reinforcement. The Government, wary 
of injecting a further dosage of inflationary drug into the 
economy, is left to wait and hope that the dosage already ad- 


ministered eventually takes effect. But what was expected to 
develop this autumn does not look like developing before next 
spring at the earliest. Capital and consumer spenders may have 
been led to the water by easier credit conditions and new-style 
loan facilities, but they have yet to be convinced that the spend- 
ing waters are worth drinking. In stock-market terms, this 
suggests that equity prices have moved too far ahead of events. 


* * * * 


Ce small investors that unit trust managers have ac- 
cused of being in danger of ‘getting it wrong again’ by not — 


investing heavily in indirect equities in the past few months, 
could well prove to have got it right. And in any event accusa- 
tions of getting it wrong come ill from unit trust managements 


who sold those same investors unit trust securities in record. 


quantities at the top of the 1968 boom. Trust managements were 
advertising and promoting as hard as they could possibly go 
with the market at its peak, and they now add insult to injury 
to investors by insisting that they (the investors) bought at the 
wrong time. 

Investors who have been waiting three years to see their 
money back, are understandably selling their units to the 
managers now. In August, new sales and withdrawals in unit 
trusts were in balance and September’s figures are not expected 
to be a lot better than that. 


* * * * 


Ge investment accent is now being placed on the gilt- 
edged market where the inflow of funds chasing rising sterling 
has pushed the market strongly higher at the ‘long’ end. Since 
the Bank rate cut, the gap between short and long yields has 
been wide. Ordinarily the gap would have been narrowed by 
the process of institutional investors gradually ‘going longer’. 
The strong inflow of funds into London has accelerated the 
process to the benefit of fixed-interest stockholders but to the 
chagrin of those who have missed the high-yield boat. 


RATES AND PRICES 


Closing prices, Tuesday, September 28th, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44% ; 
24% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 18, 1967 .. a BN Mar. 5, 1970 ` sa A 
Mar. 21, 1968 .. ES > iA April 15,1970 .. NA 
Sept. 19, 1968 .. ig SE GE April 1, 1971 dë oo te 
Feb. 27, 1969 .. ea EE Sept. 2, 1971 S d'Ae E 


Finance House Base Rate — September rst, 1971. 64% 


Treasury Bills bai 
- £5°8052% 


July 23 . £5°5638% Aug. 27 4 

July 30 -» £55642% Sept. 3 .. £49165% 

Aug. 6 -- £5°6301% Sept. 10 -- £4°8633% 

Aug. 13 . -£5°7252 % Sept. 17 .. £48040% 

Aug. 20 . £5°8288% Sept. 24 , £4°7531% 

Money Rates 

Day to day 43-5% Bank Bills 

7 days 2 5-5 16 % 2 months 48-43% 

Fine Trade Bills 3 months 44-42% 
3 months .. 54-53% 4 months 4-43% 
4 months .. 53-64% 6 months 433-54% 
6 months .. Sei, 


Foreign Exchanges 
New York 2°4754 Frankfurt 8-2162 
Montreal 2°5040 Milan 1518-50 
Amsterdam .. 8:3425 Oslo 17'0500 
Brussels 11697 Paris 13*7100 
Copenhagen .. 19ʻ0000 Zürich 9'9000 
Gilt-edged 

Consols 4% Ce .. 47% Funding 64% 85-87 .. 874 
Consols 24% ds .. 29% Savings 3% 65-75 os ` QI$ 
Conversion 34% .. .- 41% Treasury 9% 1994 .- 1074 
Conversion 54% 1974 .. 98x Treasury 64% 1976 . 100% 
Conversion 6% 1972 . 100% Treasury 34% 77-80 .. 8332 
Funding 34% 99-04 .. 52ł Treasury 34% 79-81 .. 812 
Funding 4% 60-90 ~» 97% Treasury 5% 86-89 .. 734 
Funding 54% 78-80 .. 92% Treasury 54% o8-12 .. 683 
Funding 54% 82-84 .. 883 Treasury 24% .. vs (268 
Funding 53% 87-91 .. 78% Victory 4% De e O7% 
Funding 6% 1993 os 78$ War Loan 33% .. ,, 42% 
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Financial Planning and Control 


Chartered Accountants’ Conference at Canterbury 


CASE study on the financial plan- 

ning and control of a private company 
formed the basis of the annual conference 
of the South Eastern Society of Chartered 
Accountants held at the University of 
Kent last week. The case study was 
presented by Mr R. 5. Waldron, F.C.A., 
F.C.C.A., of Hill, Vellacott & Co, Chartered 
Accountants, and those attending the 
conference were expected to read through 
the material and assume that they had 
been approached by the company to 
advise on financial management and 
planning, and to design a suitable 
reporting system. A team of speakers 
gave addresses during the course of the 
conference and assisted participants when 
they came to make their decisions in 
discussion groups. 

Mr P. Desmond, F.c.a., of Arthur 
Andersen & Co, showed with the aid of 
various projector slides that although the 
hypothetical company in the case study 
had a turnover of over £24 million, 
companies achieving considerably lower 
figures quite often needed an appraisal 
of their structure and performance. ‘This, 
Mr Desmond pointed out, should be 
made with the owners’ as well as the 
corporate objectives in mind, as it could 


In the quadrangle at Eliot College, Mr G. Morris, F.C.A., President of t 


well be contemplated that for estate duty 
purposes there should be a public issue, 
or complete sale of the business. Mr 
Desmond stressed there was not much 
point in planning if the plans were not 
put into operation, and there should 
therefore be a continual challenging of 
assumptions made, particularly in the 
planning of sales and production. 


Company history 

In the case study, the hypothetical 
company ‘Sando Plastic Parts Co Ltd’ 
had been established for thirteen years 
and manufactured plastic accessories 
for the motor industry and spare parts 
for garages. It had a wholly-owned 
subsidiary which possessed a factory, 
a small warehouse and approximately 
twenty acres of farming land, for which 
development permission was shortly 
anticipated. All shares were held by four 
directors and their families, and one of 
the directors and his wife also controlled 
a company in the west of England, which 
manufactured items that constituted 50 
per cent of the material used by Sando. 
To avoid death duty problems, the board 
were considering acquiring the west of 
England supplier as a subsidiary, and 





Se 
N 


he Society (second 


from left), with (/eft to right) Mr P. Savage, F.C.A., the Society's secretary, Mr G. R. Appleyard, 
F.C.A., a member of the Council of the Institute, and Mr R. Buxton, F.C.A., organizing secretary 


of the conference. 








KR 


Mr R. S. Waldron, F.C.A. (standing) pre- 
senting the case study, with Mr D. H. H. 
Millard, F.C.A., of ICFC, who subsequently 
spoke on various methods of raising finance. 


then improving its profit performance 
so as to expedite an eventual public 
flotation of the resulting group. 

Sando’s financial director wanted to 
plan financially for Year 14, and had 
persuaded his fellow directors to co- 
operate in a detached planning approach 
to the problems that faced them. Con- 
sultants were then engaged to review 
these plans and indicate any deficiencies, 
and this was where the conference 
members actively entered the scene, 
as they were required to put themselves 
in the place of the consultants. 


Obtaining finance 


Needless to say, the borrowing position 
of Sando and its directors had to be 
appraised, and it was generally felt that 
there was a margin available between 
the value of the net assets and what 
had been borrowed. As the type of 
loans (including the bank overdraft) 
needed revising, the information given 
by Mr D. H. H. Millard, F.c.a., of the 
Industrial and Commercial Finance Cor- 
poration, on the obtaining of finance was 
invaluable. He dealt with various methods 
of finance and expansion on short-term, 
medium-term and long-term bases. In 
his experience, most clearing banks 
would, broadly speaking, lend up to 
two-thirds of a company’s net asset 
valuation, even though decisions varied 
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from bank to bank, and from branch 
to branch — such was the present-day 
competitive mood of banks. 

Mr Millard mentioned Eurodollar 
loans of {£500,000 over five years, as 
well as lease-back arrangements, financial 
backing by merchant banks, and even 
extreme long-term finance in the shape 
of advances by assurance companies 
repayable over 25 years. There was no 
lack of finance available for a good 
proposition, but Mr Millard emphasized 
that it must always be borne in mind 
that the proprietors’ idea of a business’s 
value was bound to be optimistic. 


Tax planning 

As taxation problems are bound to 
arise in progressive companies, Sando and 
its directors could attract tax on various 
levels. In order to assist members in 
giving management advice which did 
not omit the bogeys of taxation, Mr 
J. P. Hardman, F.c.A., A.T.1.1., of Thornton 
Baker & Co, gave three lucid, com- 
prehensive, and yet entertaining lectures 
covering aspects that should be con- 
sidered. 


For example, was the maximum direc- 
tors’ remuneration being paid? As Mr 
Hardman observed, it was important to 
calculate the break-even point beyond 
which it was not advantageous to extract 
further remuneration, and note the effect 
on the shortfall position. In practice 
there should be no restriction on de- 
ductibility of remuneration of full-time 
directors, although care had to be taken 
with payments to part-time directors 
(e.g., wives). High remuneration was ad- 
vantageous from the point of view of 
retirement annuity policies, life assurance 
relief, company’s shortfall and the capital 
gains position, not to mention the 
possibility of higher pensions from the 
company on retirement. 

Consolidations and the formation of 
groups were a popular but fallacious 
delight of many accountants and business- 
men, but Mr Hardman dispelled such 
thoughts from the mind of his attentive 
audience because he enthusiastically in- 
dicated his preference for divisionaliza- 
tion rather than grouping, and spared no 
trouble in describing the structuring 
and re-structuring of family companies. 
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He recommended the avoidance of groups 
and suggested the advantages of trading 
holding companies, ‘de-grouping’ by 
implementing section 287 of the Com- 
panies Act 1948, divisions in the main 
company (as in the case of ICI), or 
separate subsidiaries. 

Mr Hardman’s objection to groups was 
that their formation resulted in tying up 
assets within companies, with con- 
sequently less flexibility from a taxation 
and estate duty point of view. 


Guest night dinner 

As usual with the Society’s conferences, 
there was a guest night dinner on Friday 
evening when Mr Guy Morris, F.c.A., 
President of the Society, welcomed 
everybody present, and referred to the 
special guests who included Mr G. R. 
Appleyard, F.c.A., a member of the 
Council of the Institute, Mr E. E. Hunt, 
the Institute’s Director of Post-quali- 
fying Training, and eminent guests from 
the University of Kent. Mr Appleyard 
was a very active participant of the con- 
ference assiduously attending all lectures 
and visiting the various discussion groups. 


Is Accounting Research Any Use? 


“A LOT of the work that accountants 

do could be called research, but they 
would probably be as surprised to hear 
this as the Moliére character who sud- 
denly discovered he had been talking 
prose all his life.’ Speaking at Oxford 
last week to a largely academic audience 
attending the annual meeting of the British 
Accounting and Finance Association, 
Mr J. M. Renshall, M.A., F.c.a., Technical 
Director of The Institute of Chartered 
Accountants in England and Wales, 
gave what he described as ‘a view from 
the middle ground between research and 
practice’. 

He described research as essentially a 
utilitarian activity, to be justified by its 
results. Although it would be unworthy 
to suggest that accounting research was 
incapable of new contributions to knowl- 
edge, he admitted that none of the major 
advances made in Britain in the social 
sciences had been initiated by account- 
ants; by the widespread introduction of 
practical methods of adjusting accounts 
for price-level changes, the profession 
might possibly chalk up a ‘first’. 

Research, said Mr Renshall, carries no 
warranties. It can even have a dangerous 


economic boomerang effect, as when the 
flourishing South Wales iron industry of 
last century was crippled by German 
competition after the invention by two 
Merthyr men of a new steel-making 
process using high-phosphoric ore. But 
the fear of this type of accident was 
usually worse than the risk. 


Mania for secrecy 


The discussion following Mr Renshall’s 
talk pinpointed some reasons for the lack 
of communication which undoubtedly 
exists between professional and academic 
accountants. The academic researcher’s 
commonest fault was identified as in- 
comprehensibility, and the practising 
side of the profession was castigated for 
its ‘mania for secrecy’. An industrial 
accountant pointed out that his firm 
frequently talked to stockbrokers, and 
allowed in consultants who were not 
necessarily more discreet than experi- 
enced academic researchers. There was a 
consensus that academic accountants 
wishing to carry out empirical research 
should by-pass professional accounting 
firms and go straight to the sources of the 


BAFA Annual Meeting 


data they required. Confidentiality was 
more of a problem for the practising 
accountant than for the medical con- 
sultant, who could more easily hide his 
patient’s identity. 

The most meaty contribution to the 
conference came from Mr R. J. Briston, 
B.SC.(ECON.), A.C.A., of Bradford Manage- 
ment Centre, who presented interim 
findings of a continuing investigation 
into shareholder behaviour in the new 
issue market. The project was conceived 
in 1967 as a result of doubts about the 
validity of current criticism about non- 
voting shares, and of the views expressed 
in Alex Rubner’s book The Ensnared 
Shareholder. Was the role of the share- 
holder overstated? Did real shareholders 
fit the popular image of the stock- 
exchange speculator? If not, could alter- 
native assumptions be made (and tested) 
about their behaviour in buying and 
selling shares? 

Mr Briston and his colleague, Mr C. R. 
Tomkins, chose to use the new issue 
market as a starting point for practical 
reasons; although probably untypical of 
shareholders in general, the first regis- 
tered holders of new issues all acquired 


$ 
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their shares at about the same time, which 
facilitated the compiling of statistics on 
the length of ownership (the first main 
aim of the project). A few days in London 
sufficed for a feasibility study of one 
company selected at random from the 
1957 new issues; it proved impossible to 
work solely from the annual returns at 
Companies House, but a visit to the 
company’s office produced much better 
information. On the basis of this pilot 
study, the whole project (involving study 
of seven new issues per year for ten years) 
was estimated to cost £5,500, and a grant 
was obtained from the Social Science 
Research Council. 

Data had been collected so far on four 
years out of the projected ten, but little 
detailed analysis had been possible as yet. 


_ Apart from ‘stags’ (whose activities were 
not recorded in share registers), there 
appeared to be evidence for a clear distinc- 


tion between medium-term investors 


(who sell their new-issue shares within 


three or four years) and long-term 
investors who follow a static investment 
policy and probably sell shares only when 
faced with a liquidity crisis. The medium- 
term investor tends to be attracted more 


to the larger, well-publicized issues, and 


the evidence suggests that his holding 
period is not greatly influenced by sub- 
sequent fluctuations in the share price. 
This hypothesis, if confirmed by later 
statistical analysis of the whole project, 
would be a finding of great significance 


for company financial directors and 
investment analysts. 


Results to date 


The results so far obtained show, in 
every company except one, a substantial 
body of long-term holders (averaging 
40 per cent by number, and generally 


` including large holders as well as small). 


Sa = The exception that proves this rule is 





J. Coral Ltd! The researchers emphasize 


that these long-term holdings are norm- 
ally too numerous to be accounted for by 


‘insiders’, and a casual study of the 
figures for 1957 issues suggests that the 
number of long-term ‘inert’ holdings 
could have been estimated with reason- 
able confidence from the share registers 


after five years. The figures for 1963 and 


1964 issues show less stability, and clearly 
a final assessment will not be possible for 
some time yet. 

In addition to the data on length of 
ownership, the interim study provides 
details of the method of issue, initial 
market capitalization, number of share- 
holders at first registration, percentage 
of original shareholders subsequently 
buying further shares (stratified by size 
of holding), analysis of total sharehold- 
ings by nine types of holder at first 
registration and in 1969, and dispersion 






KP 


of shareholdings over size categories at 
first registration. 

Commenting on the work of Mr Briston 
and his colleagues, Professor J. R. 
Perrin, of Lancaster University, drew 
attention to the various stages through 
which empirical research must pass. ‘This 
particular project was in the data- 
gathering phase, and the next stage 
(which had already begun) would be the 
formation of hypotheses to be tested 
against the data. It is only fair to add that 
some sort of hypothesis is necessary 
right from the start, in order to determine 
what data are to be collected initially. 

Many of the academics present felt 
that only this rigorous process of testing 
hypotheses against data merited the 
name of research. This is a scientific 
view, based on the requirement of 
empirical observation and measurement. 


‘Practical’ research 


It was clear from an earlier address by 
Mr D. S. Morpeth, T.D., B.COM., F.C.A., 
Deputy-President of the English Insti- 
tute, that the practitioner’s idea of what 
constitutes research was somewhat differ- 
ent. Mr Morpeth made a distinction 
between ‘fundamental’ and ‘practical’ 
research, the first being thought of as 
productive of new ideas, and the second 
being more concerned with their imple- 
mentation. 

Most of the work done in this field by 
the professional bodies came into the 
second category, which might be termed 
‘development’ rather than research, but 
there was an urgent need for a co- 
ordinated programme of fundamental 
research into the purposes of accounting, 
in order to provide an adequate con- 
ceptual framework for practice. Mr 
Morpeth admitted that the profession 
had been slow to recognize this need, 
which had been brought into prominence 
by recent criticism of the diversity of 
accounting practices. He looked to the 
academic accountants to remedy this 
lack of a conceptual framework for 
practice, but pointed out that new 
practices would need time for imple- 
mentation and testing. Accounting state- 
ments must be understood by their 
readers, and it would be no good to 
make future new solutions to accounting 
problems just as complex and mysterious 
as today’s. 

The need for co-ordination imposed 
by the scarcity of funds for research 
might be met, in Mr Morpeth’s opinion, 
by the creation first of a body to investi- 
gate the needs and priorities for funda- 
mental research, and to publish its 
findings, and secondly, of an organiza- 
tion to evaluate research studies from the 
point of view of practicality. The Ac- 
counting Standards Steering Committee 
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would be well suited to the second role, 
and Mr Morpeth seemed to be looking 
for a commitment to the first by Professor 
Stamp’s new research foundation at 
Lancaster University. 


Research ‘registers’ 


In subsequent discussion, Professor 
Stamp and others referred to the main- 
tenance by both the Journal of Business 
Finance and by Accounting and Business 
Research of research registers, but ex- 
pressed scepticism of the feasibility of 
deliberately trying to channel most 
academic research effort into defined 
problem areas; somebody referred to 
this as ‘the Star Chamber method of 
commissioning research’, and the English 
Institute was accused of a tendency to 
avoid taking academic advice from more 
than one source at a time. 

Mr H. P. Southall, F.c.w.a., a Past 
President of The Institute of Cost and 
Works Accountants, distinguished three 
levels of research: fundamental (carried 
on by universities and government estab- 
lishments), applied (carried on by 
universities and business firms), and 
development (generally carried on only by 
business firms). He emphasized the very 
high ‘fall-out rate’ applicable even to 
applied research, and suggested that the 
Institute of Chartered Accountants should 
not expect results too quickly. 

A talk by Professor K. Simmonds, 
M.COM., A.C.A.(N.Z.), A.C.W.A., of the 
London Business School on ‘Accounting 
research in business management’ was 
disappointingly negative. He is both a 
chartered accountant and a professor of 
marketing, and he seemed more con- 
cerned to deny traditional accounting 
any place in management than to describe 
what he would replace it with. His main 
point was that accountants are data- 
oriented when they should be informa- 
tion-oriented, Le, more concerned 
with production than with satisfying 
needs, and his main evidence for this 
was taken from standard accounting 
textbooks and from recent examination 
questions set by the professional bodies. 
These particular Aunt Sallies were shot 
full of holes years ago by most thinking 
teachers, and he was perhaps unlucky in 
having so few practitioners in the audi- 
ence to see them shot down again. 

This dearth of non-academic delegates 
was deplored by Professor Stamp, the 
retiring Chairman of BAFA, especially 
in view of the fact that a conference on 
the topic of accounting research had been 
first mooted last year by none other than 
Sir Ronald Leach. However, the point 
has been taken and some market research 
is to be done by the Council of BAFA to 
help decide the theme of the next 
conference. 


è j 


e ie het D AE 
September 30th, 1971 


STUDENT ROUNDABOUT 


ORK was the order of the day - 
and night — at the 17th residential 

course of the London Chartered Ac- 
countant Students’ Society held at 
Balliol and Trinity Colleges, Oxford, last 
week. Of the 120 or so students attend- 
ing, many were working late into both 
Thursday and Friday nights and, indeed, 
one group did not finish until 5 a.m. 

The course was entitled ‘Effective 
business systems’ and the lecturers came 
from the consultant services department 
of the National Cash Register Co. 
Students were taken through a basic set 
of five lectures, with the lecture material 
complemented by a case study on Henry 
Smith (Agricultural Engineers) Ltd, which 
demanded application of the principles 
enunciated during the lecture sessions. 

The course was thus far removed from 
the examination syllabus, and as such 
was well received, although several 
students felt that it could have been 
pitched at a more advanced level. How- 
ever, these complaints were few and were 
soon lost once everyone was divided into 
groups to solve the case study. 


Five basic lectures 


The purpose of the course was to cover 
the design and implementation of busi- 
ness information systems, including the 
provision of effective control procedures. 

The pattern of lectures therefore 
followed a predictable path: (1) “The 
criteria for effective business systems’ — 
setting the scope; (2) ‘Fact finding’ - 
how to find out what the present system 
is doing so that any replacement system 
can be judged accordingly; (3) ‘Inter- 
viewing’ — aids to the fact-finding pro- 
cess; (4) ‘Analysis’ — which information 
is being used for what purpose, and which 
information is just redundant; and (5) 
‘Principles of systems design’. 

From then on, the groups had to 
complete the case study. This involved 
analysing and reporting on the case study 
material, which included an overall 
system write-up complete with sample 
forms and also some detailed interview 
notes. The four NCR representatives 
were responsible for three groups each, 
so that every group had at least one 
representative to turn to. 

Almost all the groups produced good 
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Effective Business Systems 


London Students’ Course at Oxford 


answers to the case study — all to their 
merit, because this was where all the 
hard work took place. In particular, the 
keen analysis of the students, most of 
whom were from the larger firms, was 
more than adequate to show up a whole 
host of weaknesses in the system as 
outlined. 

Where members did not sparkle was in 
the presentation of the results to com- 
pany management. Groups were asked 
to prepare flip-chart presentations backed 
with written analysis. All too often groups 
presented a straightforward ‘shopping 
list’ of weaknesses, together with an 
overall system flow chart of the replace- 
ment for the current system, rather than 
stepping back to set out the terms of 
reference of the study, the criteria which 
were used and assumptions made in 
arriving at the recommendations, quickly 
followed by the action management 
needed to take in both the short and the 
long term. 


Prize for best solution 


That said, however, one group did 
produce a very good solution and were 
awarded the magnum of champagne and 
a copy of Byran L. Carter’s paperback 
Data Processing for the Small Business for 
each group member by courtesy of the 
lecturers, all of which heightened the 


interest in getting out a good solution and 
ensuring some competitive spirit. 

The lecturers spent some considerable 
time, nevertheless, trying to decide the 
winners. They used five criteria for 
assessing the solutions: (1) Were the 
weaknesses spotted? (2) Was the solution 
good? (3) Was the outline system design 
good? (4) Was the presentation good? 
(5) Was there evidence of careful 
preparation? 

It is interesting to note that the group 
which emerged the clear winners had one 
member with some systems experience in 
industry prior to taking articles — he was 
with Rolls-Royce no less! 

At the end of the course, the inevitable 
‘Integrated management information sys- 
tem’ theme was spelled out again, and 
finally there was a session on ‘the lighter 
side of computers’. 


Social aspects 


The traditional Oxford residential course 
activities were all repeated, although 
without the Birmingham CASS resident 
at another college as last year, competi- 
tion was all provided from within. A cold 
Saturday afternoon saw a punt race 
‘spectacular’, with eggs, tomatoes and 
flour bags being used indiscriminately. 
Fortunately, few people finished up in 
the water; for those that did, there were 





Mr Godfrey B. Judd, M.A., F.C.A., Course Chairman and a member of the Council of the 
Institute (/eft) with Andrew Xenides ; Mr Derek du Pré, Secretary of the Society ; Kevin Lennon, 
Chairman of the Society, and Michael J. Holmes, the Society's Vice-Chairman. 
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unpleasant moments until dry land was 
reached. 

Guest night dinners were held in 
Balliol on the Thursday and in Trinity 
on the Friday, and the course was 
well chaired once again by Mr Godfrey 
B. Judd, M.A., F.c.A., a member of the 
Council of the Institute. 


THE 


ACCOUNTANT 


It must have been a sign of the times 
that access to the colleges was much 
more free after midnight compared with 
former years and reflected the whole 
atmosphere of the course — one of free- 
dom from the pressures of the commercial 
world, a fact appreciated by everyone 
present. 
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Roderick J. Shire, group leader and a member of the Society's committee (left) with Mr C. L. 
Cockrill, A.I.B., M.B.C.S., manager, NCR Services Ltd, a speaker; Peter Morgan; Mr D. F. 
Bailey, B.A.(Com.), M.B.C.S., a speaker, and Mr Peter Sergeant, F.C.A., an observer. 
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Michael J. Holmes, the Society's Vic 
members of the course. 


WHAT MAKES PROFESSIONAL 
PEOPLE TICK ? 

AT the next meeting of the Taverners, 

Mr A. Koops, a leading light in the Bow 

Group, will open a discussion on ‘What 

makes young professional people tick?’ 
The meeting will take place on the 

usual date, the first Thursday in the 


OLS 





e-Chairman (right) discusses the day’s events with two 


month, October 7th, commencing at 6 
p.m. The venue will be the Dive Bar 
of the Green Man, Bucklersbury, London 
EC4. New members are always welcome. 
Full details of the activities of the 
Taverners can be obtained from Jeffrey 
Lawson, A.c.A., 81 Fountains Crescent, 
Southgate, London N14. 
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LETTERS TO ROUNDABOUT 





Private Tuition in Accountancy 


SIR, — I welcome Mr Young’s views on 
my article (‘Roundabout’ September 
2nd), expressing as he does a proprietor’s 
opinion. The very rapid growth of 
private tuition in recent years supports 
my assertion of the majority of articled 
clerks’ preference for oral tuition. 


While I agree that a combination of oral 
and correspondence tuition is the best 
way of preparing for an examination, not 
many articled clerks are able or, indeed, 
willing to submit to the discipline of 
completing a correspondence course. 
This is not to allege that the moral fibre 
of potential chartered accountants is 
weaker than that of their municipal 
counterparts, whom Mr Young cites as 
the beneficiaries of an integrated oral and 
correspondence tuition programme, but 
rather the comparative ease with which 
intensive oral tuition before an ex- 
amination can enable an articled clerk 
to pass. 

It is perhaps unfortunate, but un- 
doubtedly a fact of life, that students are 
more concerned with the ease with which 
they can qualify than with equipping 
themselves with the requisite knowledge 
to support professional competence. 


Yours faithfully, 
TERENCE WEBB. 


Quinton, Birmingham 32. 


Sir, — Mr Terence Webb (‘Roundabout’ 
September 2nd) suggests that the In- 
stitute should inspect tuition centres in 
the private sector and inaugurate a system 
of accreditation for teachers. The recent 
policy document published by the In- 
stitute already provides for this and, in 
addition, this Association has its own 
Standards Committee. 

Mr Webb refers to those ‘qualified to 
teach’. Most of the teachers in the private 
sector have taken advantage of teacher 
training courses arranged by the In- 
stitute, but the best measure of ability to 
teach is the reaction of students; they are 
not normally reticent in expressing 
opinions. 

I would like to emphasize that the 
members of this Association are not 
purely providers of pre-examination 
courses; in nearly all cases, a corre- 
spondence course is available to link one 
pre-examination course to the next. 


Yours faithfully, 
DONALD RICH, 
Chairman, 


ASSOCIATION OF INDEPENDENT 
TUTORS IN ACCOUNTANCY. 
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Annual Subscriptions 


Sir, — I am appalled to learn that, for want of proper subscrip- 


tions, the Institute Council has been obliged to cut, down its 
budget by the items (a) to (f) a8 set out in the circular letter to 
members of September 2nd, 1971. At a time when we are all 
looking for expansion it seems an unfortunate state of affairs 
that the Institute should-be curtailing its activities. This cannot 


but have am adverse effect on the weight and influence the 


Institute can bring to bear on public affairs, and I believe that 
a bolder policy is necessary. 

I realize that nothing can be done about the present suggested 
increase in the subscriptions of 10 per cent, but I propose that 


the Institute should call a similar meeting in 1972 and ask for 


the support of the members in raising the subscriptions over and 
above the present increase as follows: 


Under the heading of the Institute circular @ to (4), Se 


£9 £6, £7, £2; £2, £5, £2, £3, and £2. 


I also suggest that the members should be specially asked to 


` give the necessary support of not Jess (han two-thirds majority 


to enable the Council to reopen all the activities which have 
now: been abandoned, this to commence with the year 1973. 
Unless this is done we are going to be faced with a series of 
small increases in fees, and the Institute Council will be con- 
tinually looking over its shoulder wondering what cuts it can 
make, and this will tend to gence a negative attitude right 
down to the members. 
-Yours faithfully, _ - 


. Newcastle upon Tyne. Sc H MYERS. 
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` Literary Accountants ` 


Sm; — It, seems that writers other dian Shakespeare were: . 
fascinated by accountancy, and I feel it to be my duty to acquaint 
Wem with the evidence supporting this. 


l aiig strange the mind; that very fiery particle, 
o Should let’ ‘itself be. snuffed out, by an Article’ A 


so said Lord Byron; arid who else. but a chartered accountant 
can George Eliot have been describing when writing: 


Tt i is an uneasy lot at best, to be what we call highly Gate | 


and yet. riot to enjoy: to be present at this great spectacle of 
life and never to be liberated. from a small hungry shivering 
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of an action; but aides to be scholarly and uninspired, am- 
bitious and timid, scrupulous and dim-sighted.’ 


_ Unfortunately, this image’ seems to have persisted to this 
day; it has even reached the Sunday Times Colour Magazine: 


‘An aggressive young man — “John Palmer”, he said, pushing 
his hand into mine — came across and introduced himself. 
His first words were flung into my face, across a pint tankard 


of ale. “High I.Q. but no fibre: that’s my trouble”. He had been ` 


to Manchester University; had returned: and worked in the 
steel mills in Workington; had been on the dole. He beefed 
at me, with the slogans of the anti-hero: “I’ve accepted defeat 
now”, he said. “I’m going to be a chartered accountant’’.’ 
Yours faithfully, ` 
` “TERENCE WEBB. ` 


` Birmingham. 


inflation and Accounts - | | 


Sir, — The Accounting Standards Steering Committee In its ` 


discussion paper on ‘Inflation and Accounts’ (The Accountant, 


of goods and services rises : 


Using this definition:in a Bet piece of logic, it is possible 


471. 


‘September 2nd) has defined inflation as‘ ‘the decline’ in the - 
general purchasing power of ae as the gencral price level 


to conclude that selective.employment tax, purchase tax, excise - 
duties such as the hydrocarbon oil duty, and certainly the - 
proposed value added ‘tax, are all directly inflationary: ‘elements 


in the general price level of goods and services. 


Actually we can go a little further and express this as a 
generalization and say that any arbitrary or artificial addition to 
the costs of goods and services will cause a decline in the pur- 
chasing power of money. 


"Thus we can state, with some degree of certainty that inflation 
is caused by government fiscal policy. 


The remedy therefore is.in the hands of government: change 
the policy. 


Can anyone fault this logic? 
a  — Yours faithfully, | 
` Northwood, Middlesex. D. A.. TRIGWELL, Soa, 


Making it Stick | E SE 


4 D 


Sir, — I should like to assure your Industrious Accountant 
(September 23rd issue) that the- maintenance ‘engineer’s 


magnetic strips are in fact a variant of a very old device. 


The equipment of my school OTC included a steel black- : 
board on which the terrain could be - sketched -in coloured . 


chalk, and small. coloured magnets variously representing own 
troops, enemy: troops, machine guns, armoured vehicles and 


Ki 


` other military paraphernalia were attached and moved round ` 

`. as the. action proceeded. This system was certainly used for the’ 

` , instruction of aspiring cadets'in 1941, oe had SE EE 
of being old. equipment: even then. r 


It would- seem that the maintenance engineers ‘annoying 


expression of, smug professional superiority’ is misplaced. He, - 
cannot even claim credit for being the first to dress up an old 


' d 
self'- never to be fully possessed by the glory we behold, ` ao cael trappi ngs: 


“never to have our consciousness: rapturously transformed: into, 
. the vividness of a thought, the ardour of a passion, the energy’ 


E ‘Yours nein, S 
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-. PROFESSIONAL NOTICES 


Bros, Pickering & Co, Chartered 


Accountants, announce that Mr D. R. F. 
SAPTE, A.C.A., who has been a member of 


. ` the staff for many years, will: be admitted - 


as a partner from October ist, 1971. 


- COOPER BROTHERS & Co and COOPERS . 
d D LYBRAND announce that they“ have 
admitted ro: partnership Mr PETER JOHN 
Swain BeazELEy in Mombasa, Kenya; ` 


e" “and Mr James TuLtipern BIRNIE and 


‘ 
i 
b 
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| © W. EVEMY, E.C.A., 
` partnership on September 30th, 


_Harotp F.” MATHEWS, 


Mr Jonn CHaries HAROLD WOODBRIDGE l 


in Kampala,. Uganda. _ 

- Frazer, Bice & Co announce that, with 
effect from October ist, I97I, Messrs 
W. G. FRAZER, F.C.A., L W. FRAZER, 
es, F NEWEY, BGA; K. N. 
HAWKINS, E.C.A., A. G. BRAXTON, A.C.A., 


and LC HOBBS, A.C.A., will practise 
_ under the name of ‘Frazer, ‘Whiting & Co 


at: City Gate House, Finsbury Square, 


7 ` London EC2, 27-29 Eastern . Road, 
‘Romford, Essex and rop High Street, 


Southend-on-Sea, Essex, whilst Messrs 
C. C. Bice, F.c.A., and M. J. VANDOME, 


“A.C.A. (formerly the partners of WILSON, 
Bee & Co) will join EDWARD MOORE AND 
i Dong of A Chiswell Street, London EC, 


Lions. H. Lemon & Co, Chartered 


Accountants, announce that Mr HAROLD 
retires from the 
1971. 
The practice will continue: to. be carried 
on ` by the remaining. partners, Mr 
F.C.A., 
Tuomas E. Fay, F.c.a.. Mr ROGER G. 


, ‘MATHEWS, F.c.A., and Mr ANTHONY J.. 
`+ BARRETT, A.C.A., and Mr EvEMY’s services 
“will continue. to be available as a con- 
sultant.. 

2 PEAT, | MARWICK, MITCHELL & Co, ts 
-announce the. retirement as at’ September’ 
30th, 


‘of Messrs: CHARLES PEAT, M.C., 
MA F.C.A., JOHN CORBETT, F.C.A., and 


WILLIAM Or Zeiten, T.D., D.L., MiA., LL.D. 
F,C.A,, who . have been partners in the. 


firm for many years. 
Rosson, RHODES & Co, "Chartered 


| _ Accountants, oF “24-28 Moorgate, London 


` 
t r 


‘resigned. 


Arthur 
J.DIP.M.A., 


Mr. 


` ACCOUNTANT 


EC2 and Birmingham, Bradford, Dews- 
bury, Leeds and Manchester, and J. Dix 


Lewis, CAESAR, DUNCAN & Co, Chartered 
. Accountants, of 112-1 14. Cannon Street, 


London EC4, jointly announce that they 


have agreed to merge their practices as - 
from October 1st, 1971. The practice of . 


J. Drx Lewis, CAESAR, DuNcAN & Co will 
continue to be carried on under that 


name from the present office for the time 
being. 


‘ ROWLEY, PEMBERTON,. ROBERTS & Co, 


Chartered Accountants, of o Bishopsgate, : 


London ECz,- announce. that with effect 


from October rst, 1971, Messrs ALAN A, 


Hoss, a CA “and DEREK W. MILES, A.C.A., 
will be admitted as partners in the firm. ' 


SHIPLEY, BLACKBURN, SUTTON & Co 


Chartered . Accountants, announce the 


retirement. of Mr R. J. EAGLE, F.c.a., 


with effect from September 30th, 1971. 
On October rst, 1971, Mr ARNOLD J. 
ALLEN, A.C.A., 


| APPOINTMENTS. 
Mr CL Ball, F.C.A., 


British Transport Docks Board.: 


Mr Alan B. Griffiths, F.c.a., has been 
appointed SE of Charles Roberts & 


‘Co. 
MrC. J. May, F,C.A. , has been appointed 


secretary of George Spencer i in succession, 
H. te? Wee who has ` 


to Mr W. 


Mr J. M. Gibo F.C.A., nancial 
controller of Brooke Bond Liebig, has 


been appointed finance director of Brooke. 


Bond. Oxo, with effect from October 
18th, in succession to Mr D. M. Taylor, 


F.C.A., who is to take up an EE 
outside the group..- 3 


Mr W. D: Trow, T.D., F.C.A, ‘and Mr 
. Whitehead, d COM., © 

have been elected to the 
board of Carpets International. 


Mr A. J: Wheway,.A.C.C.A., has: been - 
appointed financial director of MacGregor `- 
'& Co, and Mr A. E. Brierley, A.C.A., has 


become secretary and chief accountant 


of the company. 


Mr N. A. W. Wheatley, A.C.A., CN 
. become assistant chief accountant of 


Tarmac Roadstone Holdings ‘in succes- 
sion to Mr P. J. Knight, A.C.A., who has 


become chief. accountant of Briggs - 
SE a ‘Taimac Group Ss 


Zoe "e e 


“DISTRICT ‘SOCIETIES’. JOINT 
RESIDENTIAL COURSE. 


| Investigations and valuations of ARA 


Dess and ‘Personal tax planning and the - 
“the Wolverhampton Society: of Charterec 


Finance Act 1971’; is the title of a two- 


part residential course organized by the . 
- Hotel, 


ee a District and , the Hull; 


has been ap- 
pointed a part-time vember, of the 


F.C.A., ` 


8 Dene NE3 BoP 
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East Yorkshire and Lincolnshire Societie: 
of Chartered Accountants to be held-a 
the St Nicholas Hotel, Scarborough, fron 
October 14th to 16th. , 

The first part of the course, which wil 
deal with investigations and the valuatior 
of businesses for merger, acquisition anc 


‘sale, will consist of two papers: "Th 


work ‘of the ‘investigating accountants 


bn Mr E. W. Hoult, A.C.A., and “The 


problems of and approaches to valuatior 
of unquoted’ shares’, by Mr DH H 
Millard, F.c.a. There will also be Go 


Case studies on share valuation on ‘th 


sale of an interest in a private company anc 
share valuation for public offer for sale 

The second part of the course - 
pérsonal tax planning and the 1971 


_ Finance Act ~ will comprise four papers, 
` together with case. studies and discussion 
'; group -meetings. The papers will -be 


presented by Mr J. P. Hardman, F.c.a., 


was admitted to. the < and Mr K. R. Tingley, F.C.C.A, 


partnership. a eS ee 


Course. fee is {£23 inclusive of all 


conference literature and accommodation, 


and senior staff who are not members of 


+ the Institute are welcome to attend. As 
places are limited, reservations will De 
‘allocated in strict order of. application, 
“and those wishing to attend should apply 


immediately to Mr G. L. Stuart-Harris, 
A.C.A., 22 Norfolk Row, Sheffield 1 
(telephone 25531), or to Mr J. B. Gaskill, 
F.C.A., National Provincial Chambers, 


Silver Street, Hull EE 36945). 


` NORTHERN SOCIETY'S COURSE 


ON BUSINESS VALUATIONS | 
Designed to outline the investigation 


` work. necessary in order to arrive at the 


value of a business for the purposes ol 
acquisition, merger or sale, the Northerr 


. Society of Chartered Accountants is 
_ holding a. one-day ‘course op “Investiga- 


tion and valuations of businesses’ at 
the Three Tuns Hotel, Old Elvet, 


. Durham City, on October 18th: Mr W. F. 
Masters, - 
Murray & Co, Chartered Accountants. 


VBE. .F.C.A., of | Whinney, 
will speak on ‘The work of the investi- 
gating accountant’, and Mr RB CG Rose. 
F.c.A., of Neville Securities, on ‘The 
problems of, and approaches to, the 
valuation of unquoted securities’. 

Fee for the course will. be {10 anc 
applications to attend should be made tc 


Mr D Logan. Wood, F.c.a., 7, Belmon 


Avenue, Melton Park, Newcastle- upor 


al 


Bi WOLVERHAMPTON MEETINGS 


` “The future of the profession’: “will be the 
' subject of a talk to be given by Mr E. J 


Newman, F.C.A., at the next meeting o 


Accountants to be held at the-Clarendor 
._ Wolverhampton, on “Thursday 


Le 
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next, October 7th, commencing at 6 p.m. ` 
Light refreshments will be provided after ` 
the meeting. Other activities of the: 


Society up to the year-end, are: 
October 22nd: Luncheon meeting for the 


` President and Secretary of the Bir- 
mingham Society, Park Halt Hotel, 


Wolverhampton.. 


~ October 29th: Annual dinner dance, 


_Dunstall Suite, Wolverhampton. 
November  xz8th: ‘Evening ` meeting, 
Clarendon Hotel, Wolverhampton. 
‘Accounting treatment for inflation’, 
by Professor T. E. GE PH.D., 
-B.COM., F.C.A, 


December 4th: Evening meeting 
Victoria Hotel, Wolverhampton. 
Fraud’, by Su perintendent A. 


~ Steward, Birmingham City Police. 


APPEALS TO THE 
COMMISSIONERS 


Most accountants who deal with tax 
matters are faced, sooner or later, with 


having to attend an appeal hearing. It 


can be an ordeal to have to act as an 
advocate and to face the Commissioners, 
the Inspector‘and, above all, one’s client 
who sees the accountant ‘in action’. 

The London and District Society of 


Chartered Accountants have organized - 


a stimulating one-day course on this 
subject with three well-known speakers — 
Messrs Halmer Hudson, F.c.a., Keith 
Carmichael, F.c.A., and Paul de Voil —- who 
will give their views on how to prepare 
for and conduct such appeals. 

The course is being held on Tuesday, 
October 12th, at the Great Western 
Royal Hotel, Paddington, London Wa, 


and tickets costing £12, including coffee, | 
lunch and tea, can be obtained from the ' 


Society’s offices, 56 Goswell Road, 
London ECıM 7AY. Telephone O1~253 


4518. 


SOUTH-WEST LONDON 
GROUP’S NEW SESSION 


The first of the monthly -meetings to 
be held by the South-west London 
Group of Chartered Accountants will be 
on October, 4th at the Three Fishes, 
Richmond Road, Kingston upon Thames, 
starting at 7.30 p.m., when there will be a 
discussion on. the policies for education 
and training proposed by The Institute 
of Chartered Accountants in England 
and Wales. Other subjects covered during 
the 1971—72 session of the Group include: 
“Accounting for inflation’, ‘What other 
work should auditors undertake for a 
client?’ and a joint meeting with the Law 
Society when the suggested topic is 
“Valuation of property’. 

Full details of the Group’s meetings 
can be obtained from Mr D. P. Mittal, 
A.C.A, 25 Kingsdown Road, Cheam, 
Surrey. , 
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- BROMLEY AND SE. LONDON 
"| DISCUSSION GROUP. ` 


An interesting ‘and varied series of 
meetings has been arranged by“ the 


' Bromley and South-east Lordon’ Dis- 
‘cussion: Group of the London and 

District Society of Chartered Account- i 
_ ants for its.1971~72 season. .. 


.The Group’s first meeting SE be 
on October 11th, when Mr P. Raymond 


Hinton, a.c. A. will lead a discussion on 


‘Exposure - drafts’. On November 8th, 
Mr D: Napper, F.c.a., and Mr C. S. B. 
‘Attlee, of ICFC will talk: on ‘Business 
finance’. 


All the Group’s "meetings will com- l 
-mence at 7 p.m. ending at abcut 9 p.m: 


(one hour earlier than advertised in the 
LDS programme) and will be held at 
the. New Hackwood Hotel, Widmore 
Road, Bromley. There is now no annual 
subscription, but-arrangements have been 
made for light refreshments to be avail- 
able from 6.30 p.m. at 30p per head. 


PRACTICAL 
OFFICE MANAGEMENT 


The Institute of Office Management is 
arranging a series of seminars on ‘Prac- 
tical office management’ at Olympia, 
London, from October sth to 13th, at the 
same time as. the Business Efficiency 
Exhibition. Seminars will be in two separ- 
ate theatres — the Pillar Hall and Apex 
Hall—and are being arranged atthe request 
of the Business Equipment Trade Asso- 
ciation, the promoters of the exhibition. 

There will be a total of 20 sessions, the 
first two being addressed by Mr O. W. 
Standingford, 0.8.£., F.C.1.S.,F.1.0.M.(DIP.), 
F.B.1.M., a Vice- President of The Institute 
of Office Management, on “The office in 
the oos, Mr D. M. Wood, B.8C.(ECON.), 
chief executive and director, Binder 
Hamlyn Fry & Co, Management Con- 
sultants, will: speak on ‘Clerical job 


eh grading and salary structures’, and, Mr 


H P. Cemach, Sea, BILL, F.1.0.M., 
F.1.W.S.P., M.I.M.C., managing editor, 
Anbar Management Services, on ‘Results 
through simplicity’. Other subjects to be 
discussed include ‘Staff unions in offices’, 
‘Reprography for the businessman’, and 
‘Conversion of existing premises’. 

Fees (which include entrance to the 
exhibition) are £4.50 for each half-day 
session, and £8 for a whole-day session. 
Applications to attend should be made to 
the Courses Department, The Institute 
of Office Management, 205 High Street, 


. Beckenham, Kent BR3 1BA. 


SALE OF KNOW-HOW 


Licensing and the sale of know-how will 
be discussed at.a London Chamber. of 
Commerce and Industry forum to be held 
on Wednesday, October 2oth, at the 
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Elizabeth Suite, Wood Street, London 
EC2. The panel will include Mr E. J. W.. 
Bridges, F.c.A., of Price Waterhouse & Co, 
who will explain taxation problems in re- 
lation to international royalty agreements. ` 
- Other speakers will discuss various : 
aspects of sharing innovation across’ 
national frontiers, problems and -oppor- 
tunities of international franchising, and | 
how international ‘technical . assistance ` 
agreements operate.. Further details are — 
available from the London Chamber of ` 
Commerce, Go Cannon Street, London Es 
EC4N 5AB (01-248 4444, ext. To). ; 


CASEBOOK ON AUDITING - 
PROCEDURES ` 


The second edition of A Casebook on 
Auditing Procedures by Professor P. A." 
Bird, B.SC.(ECON.), A.C.A., Head of Depart- R 
ment in Accounting at the Canty, of "` 
Kent, is now available. | 
In this new edition, published by the 
Genéral Educational. Trust of The ` 
Institute of Chartered Accountants ‘in - 
England and Wales, all amounts are 
expressed in decimal currency. New. 
material has also been used as replace- ` 
ment for ‘problem’ material in: the first 
edition and an additional problem is um. . 
cluded on a topic not previously covered. ... 
The book, which is available from ~; 
Chartered Accountants’ Hall, Moorgate 
Place, London EC2R 6EQ, price {2°50 ` 
plus 20p postage, is supported be a 
companion volume, A Manual of Possible 
Solutions, also by Professor Bird (£1:50 
plus rop postage) which provides an, ` 
answer to the problems posed, though 
most of the cases are such that-several.- 
sensible solutions are poste l -= 


LONDON ACCOUNTANTS’ 
FOOTBALL LEAGUE 
Results of matches played by teams’ in 
the London Accountants’ ` Football 
League on SSES 26th were as 
follows: ` 


DIVISION ONE 


Hazy Ideas 3 Crest SE 
(Arthur Young) eae 

‘Smallfield Finnie 3 
(Smallfield Sch (Finnie Ross) l 
Lennap Heretics ` e 
(Pannell Fitzpatrick)” (Hereward Scott) 
Division Two f 
Efjaybee Tor Beta 2 
(Fuller Jenks Beecroft) (Thornton Baker) s 
Cohorts o Pridie „ZI 
(Crane Houghton) (Pridie Brewster) - 
Alpha Res 2 Crest Res I 
(Arthur Andersen) (Deloittes) 
Jesters '3 Apocope o 
( Fosolyne (Robson Rhodes). ` 
Layton-Bennett) 

Wandabarr 3 D Gees 

(Andrew Barr) (Sproull Goddard) 
Cobra Moorscott 


5 
(Casson Beckman Rutley) (Morley & Scott) 
Tansley 16 Liquidators o 
(Tansley Witt) (Treni Raymond) 
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ICWA SEMINAR 


A one-day seminar on ‘The practical use 
of visible record computers’ — believed to 
be the first of its kind in the UK — is to be 
- held by The Institute of Cost and Works 
Accountants at the Ambassador Hotel, 
Woburn Place; WC", on- Wednesday, 
October 2oth. 

The five-session seminar will deal with 
the financial considerations of VRCs 
against. large computer in-house instal- 
lations and service bureaux; selection of 
VRCs;' use in payroll preparation, sales 
ledger and analysis (with service bureaux), 
` nominal ledger and cost recovery, sales 


THE ` 
ACCOUNTANT . 
orders processing; and replacement of a 


VRC, after years of service, with a large 
computer. 


The final session will be an open forum 
when the main topic will be VRCs and 
their applications (if any) in companies 
already using large computers. All 
speakers have several years’ experience 
and the accent is on ‘usership’ noz 
‘salesmanship’. 

Application forms are available from 
the Technical Department, The Institute 
of Cost and Works Accountants, D: 
Portland Place, London W1N ee The 
fee is £13. 


è D D 
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September 30th, 1971 


LIFE ASSURANCE AND. 
ESTATE DUTY 


The Legal and General Assurance 


‘Society has recently published a booklet 


called All about Estate: Duty, copies of 
which are being distributed to account- 
ants, solicitors, insurance brokers. and 
bank managers all over Britain. 

Edited by Mr Geoffrey Stephenson, 
head of the Society’s estate duty unit, 


_the booklet contains chapters on valuation 


of property, special exemptions for gifts, 
gifted life assurance policies effected after 
March z2oth, 1968, beneficiaries dying 
before lives assured, and small gifts. 


NV 





The Institute of =  — 


Cost and Works Accountants 


Results of Examinations held in June 1971 


PART V 


First Place and S. Laurence Gill Prize: McColl, D. L., Newtownabbey 
Lewton Coronation Prize for Financial Management: Buck, T. E., Grays 


Harold Wilmot Prize for Management Principles and Practice: Arnold D K., Burton-on-Trent 


Davies, J. G., Manchester 
Day, L. G., Reading 

Day, M., St Albans 

Day, R., Stapleford 
Dedman, D. F., Ndola 
Dempsey, J. D., Perth 
Dempsey, M. J., Waterford 
Dodd, A. J., Chililabombwe 
Dodd, L. J., Birmingham 
Donovan, E. H., Lingfield 
Dossa, M. A. CN London SWs5 
Douglas, D. 5., Maidstone 
Draper, P. G., ‘Liverpool 
Drury, B. e Warrington 
Duffy, P. G., Newry 
Dunas J. J., Kildorrery 
Dunphy, B. i; Baca | Coldfield 
Du Toit, H. W., Pretoria 
Dutta, S., Croydon 
a S. a ‘London N4 
Dyer, M , Solihull 


Edkins, J. A., Bidford-on-Avon 
Edney, J. C., ’ Nottingham 
Edwards, C. He Manchester 
Ekanayake, M. P., Colombo 





E ., Blandford Forum 
Adkin, D U T 
Adoe, J. E ‘Accra 

Agate, Mo Denham 

Aina, J., Lagos 

Ajayi, S. O., Croydon 

` Akanbi, S. Ò., Birmingham 
Akpan, B. P., Leeds 

_ Allport, A. B, , Wembley 
Andrew; A. B. , Shipley 
Angell, B., Mansfield 
Armstrong, S. N., Belfast 


Arnold, D. K., Burton- on-Trent 


Arnott, Ts As; Birmingham 
Asbury, B. , Rugby 

Asher, K., ‘Derby 

Ashfield, D. G., Bilston 

` Ashton, SE Birmingham 
Aston, C. D. , Stourbridge 
Awdeh, M. L., Beirut 


Baiden, S., Nuneaton 

Bailie, G. W., Belfast 

Baker, H., Gloucester 

Baker, R. C., Lechlade 

R. M. , Wolverhampton 
. a a West Bromwich 
Bamber, G. C., Bolton 


, Ipswich 

Barnett, A. H., Sutton Coldfield 
Barton, J. R., Kitwe 

Bass, D. J., Bridgwater 

Bassett, T. E., Greenhithe 
Bayliss, M. B., Redditch 
Beales, K. W., ' Romford 

Bean, E C., Hornchurch 
Beaumont, D. M., Ilford ` 


, London SW18 
Bell, W. W., Bath 


Berry, C. J., Belfast 

Bery, A., London NW6 

Biggs, D. G., Halesowen 
Bingham, W., Kilmarnock 
Binnie, A. S., Edinburgh 
Birbeck, J. H. J., Wickford 
Black, K., Glasgow 

Blackley, T, A., Glasgow 
Bland, T. D., Belfast 

Blincoe, B., Littleborough 
Bloomer, M., Sutton Coldfield 
Blyth, W., Whitley Bay 
Blythe, J., Newport 

Boffey, A. M., Crewe 
Bolodeoku, B., Ibadan 
Bonham, D. G., Coventry 
Bould, T. J., Burton-on-Trent 
Boyd, G. F., Newtownabbey 
Boyle, C., Silverstone 
Brassington, R. J., Birmingham 
Bray, J. J., Stock port 
Brereton, M. G., Liverpool 
Briggs, G. J., Ilford 

Brigggs, P. G. Bramhall - 
Brockie, A. D., Renfrew 
Brookes, C., Worcester 
Brooks, 5 V., Hayes 

Brown, D SSC 

Brown, D EE 
Brown, S. d Leed S 

Browne, E., Clondalkin 
Browning, A. R., Hford 

Buck, T. E., Grays 

Budd, A. D., Gillingham 
Burcham, R., J., Greenford 
Burgess, W. A. T., Winscombe 
Burrows, L. P., Kibworth Beauchamp 
Butelia, R. SG, ‘London SW20 
Byrnes, P., Leeds 


Cain, J., Sheffield 
Calver, D. T., Swindon 


- Cook, S. W., 


Campbell, I., East Kilbride 
Campbell, R. N., Dubin 

Cann, N. H., Ormskirk 
Canning, F. J., Coleraine 

Cape, J. H., Ashhead 

Cardwell, A., Freeport 

Carr, B M. s Huntingdon 
Carroll, J. T., Bristol 

Carter, C. J., London We 
Catchlove, J. D., Southampton 
Chandler, H H. G., Hayling Island 
Chang Geo Yin, G Hong Kong 
Charlton, D., Redcar 


Childe, A. A., Stourport-on-Severn 


Churchill, W. G., Portsmouth 
Clark, J. R., Glasgow 

Clark, R. G., Salisbury 
Clarke, D. W., Wokingham 
Clarke, P., Gillingham 

Clarke, R. D., Lancing 
Clifford, D. J., Dudley 

Collie, K. R., Birmingham 
Collins, P. F., Glasgow 
Colquhoun, R. M., Windsor 
Constantinou, A., London N22 
Coventry 

Cooke, P. V., Pinner 

Coote, B., Marlow 

Cotton, A. NM. Solihull 
Cotton, S. A., Stafford 
Crabbie, J. A., ee 

Craig, J. ee 

Cranfield, M eh T hetford 
Crickett, R. 1. Romford 
Crompton, J. F., Manchester 
Curtis, R. E., London NW10 


Damas, A. M. S., Johannesburg 
Dandridge, M. G., Corsham 
Dangerfield, J. E., Walsall 
Parrin; M., Keighley 

Davies, B. E London W2 


Elliott, J. P., Gainsborough 
Ellis, J. M., Doncaster 

Ellis, R. T., Rugby 

Elrick, I. S., Bath 

Elton, S., Burfon-on-Trent 
Essa, A. M., London WrX 2AR 
EES P. M., Stevenage 


Fairlamb, B. M., St Bees 
Farmer, P. F., N ottingham 
Farquhar, J. e Kirkcaldy. 
Farrangton, R., Preston 
Feaviour, R. S. D., Halstead 
Fennell, J. C., Blanchardstown 
Fernando, S. N. R., Beckenham 
Ferris, J. S., York 

Fisher, P. A; Cambridge 
Fisher, P. C., Dun Laoghaire 
Fisher, T. J., Stafford 
Fletcher, D. M., Nelson 
Foster, P., Chorley 

Fox, G. E., Keyworth 

Francis, C. E., Gloucester 
Fraser, J. C., Zwijndrecht 
French, A. A., Northampton 
Fussell, T. J., Newport 


Galbraith, W. R., Accra 
Gallagher, J. P., Caddington 
Gallagher, R. J., Dublin 
Gamage, L., Hounslow 
Ganesan, S. K., Romford 
Garrigan, M. T., Rathcoole 
George, J. G., Worthing 
George, N. E., Birmingham 
Gibbons, K. E., Birmingham 
Gilby, G. D., Trowbridge 
Gill, B. A., Nuneaton 
Glancy, T M., Dublin 
Glossop, D. J., Leeds 
Green, C. R., Tohannesburg l 
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Ricker U, oe 


Knights, R. 'S. C; Diss 


Kuek Tong Au, Singapore 


Laing, G. T.) Ayr 
Lamb, R. E, ' Birmingham ' 
Lauchlan, D. Brownhills ` 


Lawrence, S. R., London SE24 
Le Maistre, T. D. Southampton 
Leach, T. A , Lancaster 
Leng, R. i „ Epping ` 
Leong Chip Heng, S., Singapore ` 
Lewis, R., Derby 
Lillington, C. E., Wareham 
Lim Kok Kern, Singapore 
Litting, K. G., Derby 
Logan, M., Morpeth 
Logan, R. A., Winnersh 
Logendran, T., London SW17 
Lorimer; M., Glasgow 
_ Loss, V. G., ‘Billericay 
Lovering, M., Enfield 
Lowe, P., Liverpool 
Lowman, T. C., BFPO 20 ** 
Lowson, J. M., ‘Glasgow 
Lucas, J. H., Exmouth - 
Luccock, I. M., York 
Lyle, N., Belfast 


Mackison, G., High Wycombe 
MacLennan, G, BFPO 40 
Derby 
Mak Kai Yiu, Hong Kong 
Malik, M. B., Birmingham 
Mandil, R, j; Teheran ` ` 
Manickan, A. R., Colombe - 
Mann, M. G., Ipswich . 
Manson, D. C; Glasgow 
Manweli, J., Chester Hill 
Ma Pui Ling, Hong Kong 
Marsh, K., Leeds i 
Marshall, D., Hucknall 
Martin, D. M. R, Dublin 
Mascarenas, S. A., Chichester 
Matheson, C. C., Glasgow 
Mawdsley, D. V, Liverpool 
McArdle, C. P., Blackrock . 
McBride, J. Belfast 
McColl, D Le, Newtownabbey 
McDonald, dk T C., Dublin 
McDonald, W ` Belfast 
McDwyer, R “London NA à 
Ee D S., Randburg 
McGregor, I. R., Reading ` 
McGuinness, G. W., Southport 
McKinney, T, J., Hamilton. 
McPike, J., Gillingham 
Meeuwsen, I. J., Cape Town 
Meggitt, D. E., Radlett 
Mehin, K., London NW6 
. Mellis, R. J., Grays 
Melville, J. S., Warrington 


Miller, C, , West Bromwich 
Miller, J. L., Glasgow . TOA 
Milligan, J., Glasgow 

Mirza, A. H. A., London WIX 2AR 


Moggach, G., Cornhill 
Mohamedali, A., Karachi ` 
Mohd Ee ‘Bin Sanawi, 


chester 
een M., London SEg . 
Moore, J. R , Harrogate 


Moriarty, M. E., Dublin 

Morris, J. J., Bramley 

Moss, N. A E 
Mubiru Kizito, F. X., Birmingham 
Mukerji, A., Aylesbury 

Mukhopadh: ay, R. GN Ghent 
Mullin, B „ Kingsworthy 
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` O’Brien, D 
OH Brien, D. 
G 


‘Osborn, D. C., 


HRN A. M. D., Alloa 

Murphy, B., Huddersfield 
Murphy, E. A., Blackrock 
Muthusamy, A. Colombo , 


 Nadarajah; K., ‘London SW : 
- Nandi, A. K. Choppington 


Nash, D. J 

Newbery, N. R., Wednesbury . 
Newcomb, R. ei Southampion 
Nikhilanandhan, W NM , London Er2 
Niland, J. A., Dublin - 
Nithianandan, P., Ipswich 

Noble, -F., Salisbury . 

Norie, R. ER Stoke-on-Trent 
Norris, R. J., Birmingham °° 
Nwabenu, J. E., London SE15 


. F., Stillorgan 
R., Swindon 
O’Brien, CG, Glasgow 
O’Brien,-H., Sutton 
O’Brien, J. Í.. Dublin 
O’Connor, M., Birmingham 
Oduori, S5. N., ' Derby 

Ogle, K.,: Sheffield 


` Onions, CG. : Wolverhampton ` 


Orr, D. P., Stevenage 

Slough 
O’Sullivan, M. P., Carrigaline 
Owen, P. A., Bilston 

Owen, R. W., West Bromwich 


Oxley, J. N. C., Germiston., 


Palihakkara, U. H., Wellawatte- 
Palmer, G. Ð., Dundee 
Paradisiotis, , Potters Bar 
Pardoe, A A. G, “Swindon 
Parkinson, D. K., London SW19 
Parkinson, J., Manchester 
Patel, A. eg ‘London NW6 
Patel, P: c- Crawley 
Payne, D. J., Halesowen 

` Pearse, M. J., Ilford 


Perera, L. S. C., Thornton Heh 
Perriman, C. E Bristol 
Pidgeon, A. Burnley 
Pilkington, v., Derby 

Pitcher, G. Le Waltham Cross 
Plater, D., Reading 
Polland, O., Port Glasgow 
Pottinger, J. G., Romford 
Potts, J. H., Didéot 

Powrie, B. J., Eccles 

Price, R. C., Rugeley 

Prime, M., York 

Prust, J. R., Saltash ` 

Pugh, L., Chippenham 

Pullen, D. H., Blackrock 
Punwasee, J., London SW2 
Pye, K. R., Liverpool 


Quilter, B. A., Cheshunt 
Quinn, B. G., ' Westeliff-on-Sea 


Ragdale, C. G., Wolverhampton 
Rajakaruna, G.I. B., Colornbo 
Rajapakse, N: D., Colombo 
Rajaratnam, T. S., London NW6 
Rawsthorne, J., Redditch 

Reed, C. P., Stockton-on-T'ees 


Reynolds, G. H. R., Claygate 
Robinson, D. G., Fareham 


Rodger, J., London SW6 
Rossouw, G. S., North Rand 
Round, D. Ja; Warley 

Rudak, C., London N16. 
Rudge, D. J., Wolverhampton 
Rudolph, C. W. A., Colombo 
Rumbie, S D., London Es 
Rumsby, B ., Great Missenden 


Rutherford, T. W., Greenock 


Sagar, F. J., Wolverhampton 


Sage, H W., Gloucester 
Saini, O. P., West Drayton 


Sandiford, F., Cockermouth 


Saravanabhava, S., Colombo 
Sargeant, K. M., Walsall 
Sargent, L. T., Bexhill-on-Sea 
Sathastvam, N., Ilford 


Sattrukalsinghe, B. M. TI. Colombo £ S 
_ Sayer; D. R, 


King’s Lynn 
Scarrott, T., "Dudley 

Scattergood, E. J., Castle Bromwich 
Scott, C. G., Shrewsbury: 

Scott, L. A. W., Glasgow 
Seddon, C 3; Upton i 
Selvavinayagam, K , Jafina 
Sewell, K. A., Hoddesdon: 

Sha Me Myint, U. P., Rangoon 
Shanahan, K. E., Boreham Wood 
Shankey, M. G. , Ballymena 
Shaw, R. K,, Bath 

Shende, A. S, Poona 

Simpson, R , J, Harrow 
Sinclair, C. G., J acobs 
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